An  Improved  bystem  for  Asset  Visibility 
and  Control  of  Army  Materiel  Command 
Industrial  Plant  Equipment 


by  Thomas  F.  Ferrara 
Richard  D.  Goodfriend 
Joel  Morris 


D  D  C 

j^E.©r?nn  nr?r 

£  IMf  17  &12 

Ieoeitu  a 

— .  C 


.  . v.’  .  -(ViA;  •  ' 

;  iif*  .*•  <•  .<«  »'•  -  "  '*  V.s’l  '  .  t  ‘  • 

.  •  *  «!v.  r^riti;  •  «-.f  "  “ '  : r':'  *'■  ••pioduc«d  by  ;  ^ VoV  •  ’ 

■■■  :•••  NATIONAL  TECHNICAL  ./ 

INFORMATION  SERVICE 


INFORMATION  SERVICE 


lpilnsfi»!d,  V».  33151 


The  findings  in  this  report  are  not  to  be  construed  as 
an  official  Department  of  the  Army  position  unless  so 
designated  by  other  authorized  documents. 


UNCIA3SIFIED 


Security  ClgrijlciUw 


DOCUMENT  CONTROL  DATA  -  RAD 

(itmirily  mI  tlU»,  Mr  •*  mkMIMMI  mvt  IndMMlnt  mmlMlItn  mutt  Mm  «nl««V  wMtn  thm  mmmimII  rmpatl  1m  cImmmIIIm*) 


1 1  ORIGIN  A  TIN  0  ACTIVITY  (C tfmii  wIM 

Research  Analysis  Corporation 
McLoan,  Virginia  22101 


*•  RRFORT  kkCUFtTy  C  LAIttFICA  TION 

UN0IA33IPXED 


Ik  orouf 


I.  RIFORT  TITI.* 

An  Improvod  System  for  Asset  Visibility  and  Control  of  Army  Materiel  Command 
Industrial  Plant  Equipment 


4  DCICRIi'TIVK  MOTH  (T ypM  Mi  npMti  *nU  InMhiMlyM  «l«) 

Final  Report 


ft  AUTl!ON(i>  f  First  nan*,  middle  iniiiat,  toil  name) 

Thomas  F.  Ferrara 
Joel  Morris 
Richard  D.  Ooodfriend 


«  RCFORT  DAT! 

April  1972 

7 M.  TOTAL  NO.  Ok  FASTI 

202 

7k.  NO.  OF  A  K  FI 

61 

•  «  CONTRACT  OH  IRANI  NO. 

0#.  ORIOINATOR'I  RIRORT  NUMBtflfS)  1 

DAHC  19 -69 -C- 0017 

k.  MOJICT  NO. 

RAC-R-140 

0:11.204 

«. 

•  ft-  jnonT  NOflJ  (Any  otfitr  numfctr#  that  may  b«  aaij|n«d  1 

4, 

None 

1 1 0  DISTRIBUTION  STATEMENT 

Approvad  for  public  release;  distribution  unlimited. 

II  IUFFLCMCHTARY  NOTH 

IT.  SFONIOFiMG  MILITARY  ACTIVITY 

None 

Headquartors 

US  Army  Materiel  Command 

This  study  offered  the  Research  Analysis  Corporation  the  opportunity  to 
examine  a  variety  of  critical  problems  affecting  the  management  of  industrial 
plant  equipment  under  the  control  of  the  US  Army  Materiel  Command.  The  RAC 
study  team  addressed  this  problem  by  taking  the  following  steps:  identifying  the 
variety  of  criticisms  that  had  been  made  over  a  span  of  several  year  by  various 
Government  auditing  activities;  associating  those  criticisms  with  specific  under¬ 
lying  problem  areas;  associating  an  order  of  priority  as  to  the  sequence  in  which 
these  problems  should  be  resolved;  and  then  proposing  specific  system  changes  to 
effect  solutions  for  the  problems  with  the  higher  priorities.  This  report 
documents  how  this  was  done  and  contains  a  series  of  proposed  system  changes 
which  are  noteworthy  not  only  for  their  definit 1 vencss  and  clarity  of  presentation, 
but  also  for  the  fact  that,  i  li>  ,y  encompass  organizational  levels  from  the  Department 
of  Defense  down  to  individual  operating  activities  within  the  US  Army  Materiel 
Command.  ,  5 

\ 

\ 


DD 


FORM 

1  NOV  «l 


1473 


Security  Clauification 


v  RAC1 


«•«  v*N»a 

Jnduu trial  Plant  Equipment 
Plant  Equipment 
Production  Base  Support 
Layaway  Linos 

Mobilization  Reserve  Package 

DIPIfiC  (Defonao  Industrial  Plant  Equipment  Center 

Equipment  Utilization 

Idle  Equipment 

Assot  Control 

I PE  Management 

ASOD 

PEQUA  (Production  Equipment  Agency) 

I&S  (Installations  &  Services) 

Plant  Survey 
Inventory  Control 

Industrial  Mobilization  Production  Capability 
Maintenance 

Life  Cycle  Analysis  of  IPE 


THIS  DOCUMENT  IS  BEST 
QUALITY  AVAILABLE.  THE  COPY 


FURNISHED  TO  DTIC  CONTAINED 
A  SIGNIFICANT  NUMBER  OF 
PAGES  WHICH  DO  NOT 
REPRODUCE  LEGIBLY. 


REPRODUCED  FROM 
BEST  AVAILABLE  COPY 


r 


* 


LOGISTICS  DEPARTMENT  REPORT  RAC-R-140  Published  April  1972 


An  Improved  System  for  Asset  Visibility 
and  Control  of  Army  Materiel  Command 
Industrial  Plant  Equipment 


by 

Thomas  F.  Ferrara 
Richard  D.  Goodfrlend 
Joel  Morris 


DISTRIBUTION  STATEMENT 
Approved  for  public  roloaio; 
distribution  unlimited. 


Research  Analysis  Corporation 


Mel^ean,  Virginia  82101 


Area  Code  703 
803-0000 


DARD-ARS 


DEPARTMENT  OF  THE  ARMY 
OFFICE  or  THE  chief  of  research  and  development 

WASHINGTON.  D.C.  20310 


1.  RAC  report,  "An  Improved  System  for  Asset  Visibility  and  Control  of 
Army  Materiel  Command  Industrial  Plant  Equipment,"  was  prepared  by  the 
Research  Analysis  Corporation  for  the  U.  S.  Army  Materiel  Command  as  a 
product  of  Task  Order  71—21  to  DAHC19-69-C-0017 . 

2.  One  aspect  of  this  report  deals  with  the  feasibility  of  establishing 
a  single  manager  within  AMC  for  IPE.  The  study  acknowledges  but  does 
not  emphasize  and  weigh  the  fact  that  the  Directorate  of  Requirements 

and  Procurement  controls  the  program  governing  the  bulk,  both  in  quantity 
and  dollar  value,  of  AMC  IPE.  This  weakness  should  be  kept  in  mind  when 
reading  or  studying  the  report. 

3.  RAC  has  presented  a  systems  concept  and  did  not  address  costs  and 
manpower  required  to  implement  the  system.  Under  our  current  budgetary 
guidance,  any  implementation  will  necessarily  be  adjusted. 

4.  The  findings  of  this  report  are  not  to  be  construed  as  an  official 
Department  of  the  Army  position  unless  so  designated  by  other  authorized 
documents . 

FOR  THE  CHIEF  OF  RESEARCH  AND  DEVELOPMENT: 


STANLEY  R.  MEEKEN 
Colonel,  GS 

Chief,  Studies  and  Analyses  Division 


Published  April  1972 
by 

RESEARCH  ANALYSIS  CORPORATION 
McL*an,  Virginia  22101 


ii 


FOREWORD 


This  study  offered  the  Research  Analysis  Corporation  the 
opportunity  to  examine  a  variety  of  critical  problems  affecting  the 
management  of  industrial  plant  equipment  under  the  control  of  the  US 
Army  Materiel  Command.  The  RAC  study  team  addressed  this  problem 
by  taking  the  following  steps:  identifying  the  variety  of  criticisms 
that  had  been  made  over  a  span  of  several  years  by  various  Government 
auditing  activities;  associating  these  criticisms  with  specific  under¬ 
lying  problem  areas;  associating  an  order  of  priority  as  to  the  sequence 
in  which  these  problems  should  be  resolved;  and  then  proposing  specific 
system  changes  to  effect  solutions  for  the  problems  with  the  higher 
priorities.  This  report  documents  how  this  was  done  and  contains  a 
series  of  proposed  system  changes  which  are  noteworthy  not  only  for 
their  definit Lveness  and  clarity  of  presentation,  but  also  for  the 
fact  that  they  encompass  organizational  levels  from  the  Department  of 
Defense  down  to  individual  operating  activities  within  the  US  Army 
Materiel  Command. 
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SUMMARY 


PROBLEM  AND  STUDY  OBJECTIVE 


Problem 

Numerous  Inquiries  during  recent  years  by  yarious  Investigatory  agen¬ 
cies  have  continued  to  indicate  that  the^e  are  deficiencies  in  the  manner 
and  extent  to  which  the  Army  has  managed  its  current  inventory  of  industrial 
plant  equipment  (IPE),  for  both  current  production  and  mobilization  reserve 
purposes.  The  Army  needs  a  better  system  for  managing  IPG  to  improve  its 
operations  and  reduce  the  criticisms  firorn  these  auditing  agencies. 

An  ancillary  problem  was  assigned  by  the  Chief  of  Staff,  Headquarters,1 
Army  Materiel  Command  (HQ  AMC),  namely,  to  examine  possible  organizational 
alternatives  within  AMC  that,  would  permit  the  integration  and  control  of 
all  IPE  activities  under  a  single  management. 


Objective 

Primarily,,  to  structure  in  order  of  importance  IFfe  management  areas 
that  were  designated  as  problem  areas  by  Government  auditing  agencies  and 
to  identify  the  causes  of  these  problems  and  ways  in  which  they  can  be 
corrected.  Achievement  of  the  study  objective  would  provide  the  Army  with 
an  improved  system  for  the  management  of  IEE  and  reduce  or  eliminate  crit¬ 
icisms  from  the  auditing  agencies. 


PACTS 

IPE  is^ defined  as  "...that  part  of  plant  equipment  with  an  acquisition 
cost  of  $1,000  or  more;  used  for  the  purpose  of  cutting,  abrading,  grinding, 
shaping,  forming,  joining,  testing,  measuring,  heating,  treating  or  other¬ 
wise  altering  the  physical,  electrical  or  chemical  properties  or  materials, 
components  or  end  items,  entailed  in  manufacturing,  maintenance,  supply, 

1 


processing,  assembly,  or  research  and  development  operations..."  (Ref  1, 
para  B  102.ll). 

It  is  important  that  an  adequate  quantity  of  IFE  be  available  to  the 
Government  and  its  contractors  for  their  use.  The  Government  furnishes 
IFE  to  defense  contractors  to  augment  their  capabilities  to  produce  end 
items  and  components  for  the  military.  This  type  of  IK  is  referred  to 
as  "Government-furnished  IFE."  In  addition  to  contractor-used  IFE,  the 
military  uses  IPE  for  manufacturing,  maintenance,  processing,  and  in  re¬ 
search  and  development  (R&L)  operations. 

The  Army  is  the  second  largest  holder  of  in-use  IFE,  with  3°  percent 
of  the  DOD  inventory.  Hie  Navy  holds  kk  percent  and  the  Air  Force  2h 
percent.  With  reference  to  layaway  lines,  however,  the  Army  is  the  largest 
holder  of  IFE.  It  holds  96  percent  in  standby  lines,  83  percent  in  active 
base  packages,  and  75  percent  in  package  plants.  As  a  major  bolder  of  IFE, 
Army  management  of  IFE  has  been  subject  to  severe  criticism. 

DISCUSSION 

2-9 

Eight  studies  ^  that  examined  the  management  of  IPE  by  the  Army  and 
other  services  have  been  conducted  since  December  1966.  The  studies  have 
been  conducted  by  the  Government  Accounting  Office  (GAO),  Office  of  Assistant 
Secretary  of  Defense  (OASD),  Defense  Supply  Agency  (DSA),  and  Army  Audit 
Agency  (AAA).  Three  studies  in  particular  were  directed  at  the  Army’s 
management  of  IRE.  One  study  concerned  inactive  IPE  at  arsenals,  another 
addressed  active  and  Inactive  IPE  at  Army  installations  and  contractors, 
and  the  third  examined  the  management  of  idle  IPE  in  mobilization  reserve 
packages.  The  remaining  five  studies  examined  contractor  and  service 
requisitioning,  utilization,  maintenance,  disposal,  and  reporting  of  IFE 
for  both  in-use  and  idle  IFE.  These  audits  have  shown  a  need  for  overall 
improvement  in  the  Army't.  management  of  IFE,  Literally  thousands  of  pages 
have  been  devoted  by  the  auditing  agencies  to  the  identification  of  hundreds 
of  criticisms  of  the  services '  management  of  IIE.  Many  of  these  criticisms 
were  duplications  that  occurred  year  after  year.  A  method  was  needed  to 
Identify  the  most  fundamental  and  important  of  the  criticisms  of  Army 
management  of  IFE. 

The  study  approach  to  developing  an  improved  Army  asset  visibility 
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and  control  system  consisted  of  the  following  six  steps: 

(1)  The  life  cycle  concept  of  equipment  was  used  as  the  basic  frame¬ 
work  for  structuring  the  logistic  functions  related  to  IFE  management* 

Eighteen  management  functions  were  delineated.  The  criticisms  of  Army 
management  of  IPE  were  analyzed  against  these  functions. 

(2)  Current  Department  of  Defense  (DOD),  Department  of  the  Army  (DA), 
and  Army  Materiel  Command  Regulations  (AMCRs )  were  reviewed  for  IPE  management 
policies  and  procedures, 

(3)  The  Navy  and  Air  Force  systems  for  IPE  management  were  compared 
to  determine  whether  the  Air  Force  or  Navy  had  techniques  that  could  be 
adopted  by  the  Army. 

(h)  A  comprehensive  examination  of  the  hundreds  of  auditing  agency 
criticisms  of  Army  management  was  conducted  to  determine  the  nature  and 
causes  of  the  criticisms.  The  criticisms  were  categorized  as  critical, 
important,  or  less  important  according  to  criteria  developed  by  the  study 
group.  Nine  critical  and  important  problem  areas  were  identified  for 
resolution.  They  are  shown  in  Table  1. 

(5)  An  analysis  of  Army  management  methods  was  made  to  determine 

what  controls  were  required  to  resolve  these  problems.  Two  types  of  controls 
were  examined,  i.e.,  controls  to  prevent  the  problem,  and  headquarter's 
reviews  of  performance. 

(6)  Suggestions  for  system  changes  to  policies  and  procedures  were 
formulated  to  improve  IPE  asset  visibility  and  control  and  reduce  the 
auditing  agency  criticisms  of  Army  management  of  IPE, 

With  respect  to  the  problem  cf  determining  possible  organizational 
alternatives  within  AMC  that  would  permit  integration  and  control  of  all 
IPE  activities  under  single  management,  two  possible  alternatives  were 
suggested  for  consideration.  The  study  team  was  instructed  to  pay  par¬ 
ticular  attention  to  the  question  of  consolidating  all  IPE  activities 
under  tho  Installations  and  Services  Agency  (ISA)  or  the  Production  Equip¬ 
ment  Agency  (FEQUA),  both  of  which  are  physically  located  at  Rock  Inland, 
Illinois.  Consideration  was  given  not  only  to  current  organizational 
systems  of  the  Army,  Navy,  and  Air  Force  for  managing  IPS,  but  also  to 
the  organizational  systems  within  the  three  services  for  managing  equipment 
in  general.  Particular  recognition  was  taken  of  the  fundamental  procedural 
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Table  1 

CRITICAL  AND  IMPORTANT  PROBLEM  AREAS 


Rank 

IPE  problem  area 

Critical 

DIPEC  not  screened  prior  to  purchase 

Deficient  management  of  mobilization 
reserve  package  inventory 

Inventory  records  inaccurate  and 
incomplete;  inventory  improperly 
administered 

Important 

Inadequate  review  and  recertification 
of  mobilization  reserve  packages 

Inventory  reporting  inaccurate  and 
incomplete 

.Inadequate  surveillance  to  assure 
maximum  use  of  EPE  and  reporting 
of  idle  IPE 

Loaned  IPE  renders  mobilization 
reserve  packages  incapable  of 
meeting  production  needs 

Excessive  repair  costs.,  poor 
maintenance  records,  noncompliance 
with  and  weak  procedures  for 
preventive  maintenance 

Underreporting  of  idle/excess  IPE 

4 

differences  for  managing  Government  equipment  in  the  hands  of  contractors 
as  opposed  to  equipment  in  the  hands  of  military  activities. 

CONCLUSIONS 

More  than  fifty -four  system  changes  were  proposed  by  the  study  team 
to  improve  the  Army's  management  of  IFE.  Solutions  to  the  critical  and 
important  IFE  management  problem  areas  are  presented  in  Table  2  in  summary 
form.  With  respect  to  possible  organizational  alternatives  within  AMC 
that  would  permit  the  integration  and  control  of  all  IFE  activities  under 
single  management,  it  was  concluded  that  the  majority  of  IFE  management 
functions  relating  to  in-use  and  layaway  IFE  at  military  facilities  should 
be  integrated  under  the  Directorate  of  Installations  and  Services  (l&s), 

HQ  AMC,  and  the  ISA.  The  majority  of  IFE  management  functions  relating 
to  in-use  and  layaway  IFE  at  contractor  plants  should  be  integrated  under 
the  Procurement  Policy  Division,  Directorate  of  Requirements  and  Procure¬ 
ment  (R&P),  HQ  AMC.  While  the  foregoing  is  considered  to  be  a  practical 
long-term  solution  to  the  question  of  how  far  HQ  AMC  should  go  in  integrating 
and  coordinating  all  IFE  under  a  single  management,  the  need  for  immediate 
coordination  in  the  implementation  of  the  system  changes  proposed  herein 
requires  an  interim  organizational  concept.  The  study  team  suggests  that 
the  Directorate  of  R&P  be  designated  as  the  focal  point,  for  IPE  matters 
with  specific  responsibility  for  coordinating  through  to  implementation 
the  system  changes  proposed  by  the  RAC  study  team  and  approved  for 
adoption  by  HQ  AMC.  When  the  proposed  system  changes  have  been  adopted 
or  discarded,  in  the  majority  or  in  toto,  then  the  proposed  long-term 
organizational  solution  may  be  instituted  by  HQ  AMC. 


Table  2 


SUMMARY  OP  PROPOSED  SYSTEM  CHANGES  TO  IMPROVE 
ARMY  MANAGEMENT  OF  IPE 


IPE  problem  area 

Proposed  system  changes 

1.  Deficient  management 
of  mobilization 
reserve  package 

Inventory 

Mobilization  requirement  and  package 
production  capability  identified  to 
determine  excess  inventory 

Replacement  dates  required  for  replacing 

IPE  shortages  in  package 

Repair  dates  and  costs  identified  where 
maintenance  action  is  required 

Justification  required  to  substantiate 
differences  between  reported  and  actual 
inventory;  action  required  to  bring 

Defense  Industrial  Equipment  Plant  Cente-- 
(DIPEC )  and  Amy  quantities  into  balance 

Replacement  date  for  reactivated  IEE 
required  to  reconstitute  package 
capability 

2 .  DIPEC  not 

requisitioned  and 
certificate  of 
nonavailability 
(CNA)  not  obtained 
prior  to  purchase 
of  IPE 

Contractor  must  obtain  CNA  from  the 
administrative  contracting  officer  (ACO) 
prior  to  procurement 

Property  administrator  (PA)  must  inspect 
contractor  acquisition  process  for  CNA 
prior  to  procurement 

DIPEC  to  send  a  quarterly  report  of 
violators  to  ACO  for  effecting 
corrective  action 

Army  ACOs  to  conduct  100  percent  .inspection 
of  industrial  equipment  costing  over 
$25,000  for  proper  IPE  identification 
and  CNA 

Installation  equipment  manager  to  assure 
receipt  of  CNA  before  requesting  IPE 
procurement 

NICP  item  manager  to  reject  requisitions 
without  CNA 
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Table  2  (continued) 


IPE  problem  area 


(continued) 


Proposed  system  changes 


Local  procurement  activities  to  reject 
purchase  requests  without  QNA 


Command  SuppDy  Discipline  Program  to 
examine  for  CNA 

DIPEC  is  to  send  a  quarterly  report  of 
Amy  violators  to  HQ  AMC  for  action 

Command  Equipment  Management  Program 
Review  (CEMPR)  to  conduct  a  100  percent 
inspection  of  industrial  equipment  costing 
over  $25,000  for  proper  IPE  identification 
and  CNA  citation 


3.  Inventory  records 
inaccurate  and 
incomplete; 
inventory 
improperly 
administered 

4.  Inventory  reporting 
inaccurate  and 
incomplete 


DIPEC  to  provide  PA  and  procuring 
contracting  officer  (PCO)  with  a  listing 
of  contractor  IPE  holdings 

DIPEC  to  perform  systematic  inventories 
and  reconcile  records  to  contractor 
records/holdings 

The  plant  clearance  officer  to  assure 
transfer  reporting  after  IPE  shipment 
and  disposal 

Disposal  reporting  requirements  in 
regulations  brought  Into  agreement 

DIPEC  to  provide  PCO  and  ACO  names  of 
contractor  operations  in  which  there  is 
late  or  nonreporting  of  IPE  receipt, 
transfer,  and  disposal 

PA" s  annual  system  survey  expanded  to 
review  timeliness  of  contractor  reporting 
of  IPE  receipt,  transfer,  and  disposal 

Installation  equipment  manager  to  assure 
timely  reporting  of  IPE  receipt  and 
transfer 

Regulation  revised  to  provide  for 
notifying  DIPEC  of  transfer 
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Table  2  (continued) 


HE  problem  area 


Proposed  system  changes 


3  and  4  (continued) 


DIPEC  to  provide  HQ,  AM C  names  of 
Installations  that  violate  reporting 
requirements  to  effect  corrective  action 

Regulations  changed  to  require  Property 
Disposal  f""cer  (PDO)  to  report  disposal 
within  3  •■a 

DIPEC  to  provide  Amy  installations  with 
list  of  holdings  by  UIC  to  facilitate 
IPE  location 

DIPEC  to  perform  systematic  inventories 
and  reconcile  DIPEC  records  to  reflect 
Amy  records/holding3 


Inadequate 
recertification  and 
approval  of 
mobilization 
reserve  packages 


Mobilization  contractor  and/or  Government 
plant  maintaining  mobilizatiun  reserve 
package  identified  on  management  control 
form 

Date  oi'  production  agreement  with 
contractor  Identified  to  reduce/eliminate 
delays  in  negotiating  production 
agreements 


Loaned  IPE  renders 
mobilization 
reserve  package 
Incapable  of  meeting 
production  goal 


Return  or  replacement  date  for  monitoring 
return  of  loaned  IPE  required  on  management 
form 


Inadequate 
surveillance  to 
assure  maximum  use 
of  IPE 


DA  establish  policy  on  IPE  utilization 

Long-term  tests  to  be  instituted  by  type 
of  user  to:  (l)  establish  concepts  and 
procedures  for  most  efficient  and  economical 
use  of  IPE;  (2)  determine  areas  of  best 
application  of  utilization  history  data; 

(3)  determine  efficacy  of  utilization 
standards;  and  (4)  determine  trade-off 
economics  for  collecting’,  analyzing,  and 
applying  utilization  history  data  under 
various  processes 


C«AC) 


IPE  problem  area 


7.  (continued) 


8.  Underreporting  of 
ldle/exaess  IFE 


2  (continued) 


Proposed  system  changes 

Use  time  meters  on  high-priced  IPE,  i.e., 
is  $25,000 

AMC  Inspector  General  (io)  Inspection 
relating  to  HE  to  be  eliminated 

The  DA  Equipment  Survey  Program  for  AMC 
activities  to  be  subsumed  under  the  CEMPR 

CEMPR  procedures  changed 

HQ  AMC  to  emphasize  control  of  Government' 
owned  contractor-operated/ contractor- 
owned  contractor-operated  (GOCO/ COCOs) 
with  $10  million  or  more  of  Government- 
owned  HE.  Additionally  conduct  100 
percent  sampling  when  surveying  IFE  with 
acquisition  cost  i  $25,000.  Use  modified 
Defense  Contract  Administration  Services 
(DCAS)  checklist  form  for  survey  results 
sent  to  HQ  AMC 


Regulation  to  be  changed  to  assure 
adherence  to  new  reporting  requirement, 
to  reflect  criteria  for  application,  and 
need  for  100  percent  sampling  during  walk¬ 
through 

Use  management  indicator  to  monitor 
adherence  to  reporting  of  equipment  as 
idle  or  excess 

Change  regulations  to  clarify  definitions 
of  idle  and  excess  equipment  and  reporting 
requirements 

Change  regulations  to  distinguish  between 
military  services  and  DIPEC  use  of  idle 
and  excess  terms 

CEMPR  Guideline  to  review  IPE  in  3H 
status  code 


Table  2  (continued) 


IPE  problem  area  Proposed  system  changes 

9.  Excessive  and  Compare  actual  and  estimated  repair  costs 

uneconomical  repair 

costa;  poor  Expand  regulation  to  require  requisitioning 

maintenance  records;  for  replacement  before  major  repair 

noncompliance  with 

and  weak  preventive  Major  repair  defined  in  regulation 

maintenance  procedures 

Maintain  record  justifying  expenditure 
over  limitations 

Additional  approval  required  for  repairs 
exceeding  repair  cost  limitations 

Regulation  revised  to  clarify  repair  cost 
limitation 

DIPEC  to  provide  additional  data  for  IPE 
availability 

Expand  regulation  to  require  automation 
of  maintenance  and  preventive  maintenance 
(PM)  programs  at  all  major  AMC 
installations 

DOD,  I1A#  and  AMC  to  resolve  status  of 
draft  publications  on  IPE  maintenance 

Aid  to  review  local  regulations  for 
compliance  with  AMC  policy 

DA  to  publish  guidance  for  developing  IPE 
PM  procedures 

Regulation  to  be  clarified  to  permit  use 
of  existing  maintenance  record  forms 
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AN  IMPROVE^  SYSTEM  l''OR  AO  SET  VISIBILITY 
AND  CONTROL  ON  ARMY  MATERIEL  COMMAND 
INDUSTRIAL  PUNT  EQUIPMENT 


ABBREVIATIONS 


ACSFOR 


AFEMS 


ASA  (I&L) 


CEMFR 


Army  Audit  Agency 
administrative  contracting  officer 
Assistant  Chief  of  Staff  for  Force  Development 
Air  Force 

Air  Force  Equipment  Management  System 

Air  Force  Logistics  Command 

Army  Industrial  Fund 

Air  Materiel  Area 

Army  Materiel  Command 

Army  Materiel  Command  Regulation 

Army  Materiel  Plan 

Army  Regulation 

Automatic  Release  Date 

Assistant  Secretary  of  the  Army,  Installations  and  Logi.stj.es 

Assistant  Secretary  of  Defense 

Armed  Service  Procurement  Regulation 

Base  Equipment  Management  Office 

Base  Retention  Study 

Command  Equipment  Management  Office 

Command  Equipment  Management  Program  Review 

Command  Equipment  Management  'Teams 

Commanding  General 

certificate  of  nonavailability 

Chief  of  Naval  Material 

contractor-owned  contractor-operated 

Command  Supply  Discipline  Program 
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DA 

DCAS 

Department  of  the  Army 

Defense  Contract  Administration  Services 

DCNM 

Deputy  Chief  Naval  Material 

DCS 

Deputy  Chief  of  Staff 

BOSLOG 

Deputy  Chief  of  Staff  for  logistics 

DCS  Syo  &  log 

Deputy  Chief  of  Staff  Systems  80  Logistics 

DIFEC 

Defense  Industrial  Plant  Equipment  Center 

bipr/nifr 

Departmental  Industrial  Plant  Reserve  and  National 
Industrial  Plant  Reserve 

DLSC 

Defense  Logistics  Support  Center 

DOD 

Department  of  Defense 

DODI 

Department  of  Defense  Instruction 

DSA 

Defense  Supply  Agency 

DSAM 

Defense  Supply  Agency  Manual 

EMO 

Equipment  Management  Office 

GAO 

General  Accounting  Office 

GOCO 

Government-owned  contractor-operated 

GOGO 

Gove  rnme  ut -owne d  Gove  r nment -operated 

GSA 

General  Services  Administration 

HEW 

Department  of  Health,  Education,  and  Welfare 

HQ,  AMC 

Headquarters,  Army  Materiel  Command 

I&L 

Installations  and  Logistics 

I8cS 

Installations  and  Services 

ICP 

inventory  control  point 

IE 

installation  equipment 

IG 

inspector  general 

IFE 

Industrial  plant  equipment 

ISA 

Installations  and  Services  Agency 

MSC 

major  subordinate  command 

MTDA 

Modification  Table  of  Distribution  and  Allowances 

MTOE 

Modified  Table  of  Organization  and  Equipment 

NAEO 

Naval  Air  Engineering  Office 

NARF 

Naval  Air  Rework  Facility 

NARO 

Naval  Air  Engineering  Office 

NAVAIRSYSCOM 

Naval  Air  Systems  Command 
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NAVCCMP 

NAVCQMIWAN 

NAVMATCOM 

t 

NAVMIRO' 


.VORDSYSCOM 

.VSHIPSYSCQM 


NOISD 


NWISO 


FEQUA 

in'! 


SIEED 


TAMMS 


TECOM 


Naval  Comptroller  I 

Naval  Comptroller*:,  Manual 
Naval  Material  pommand 

I^aval  Material  fcnduBtrial  Resources  Office  \ 

Naval  Ordnance  System  Command 

Naval  Ship  Systems  Command 

National  Inventory  Control  Point 

Naval  Ordnance  Industrial  Systems  Division  \ 

Navy  Purchasing  Office 

Naval  Weapons  Industrial  Support  Office 

Office  of  the  Assistant  Secretary  of  Defense 

operations  and1  maintenance,,  Army 

property  administrator . 

procuring  contracting  officer 

property  disposal  officer 

Procurement  of  Equipment  and  Missiles,  Army 

US  Army  Production  Equipment  Agency  > 

\ 

Preventive  Maintenance  ' 

planning.,  programming,  budgeting 
research  and  development  ^ 

requirements  and  procurement 
research,  development,  and  engineering 
research,  development,  test,  and  engineering 
reutilization  value  percentage 
Study  Advisory  Group 

System-wide  Project  for  Electronic  Equipment  et  Depots 

The  Ar^iy  Authorization  Documents  System 

The  Army  Maintenance  ^Management  System 

technical  bulletin  , 

table  c*;f  distribution  and  allowances 

Test  and  Evaluation  Command 

technical  manual 

table  of  organization  and  equipment  \ 

Unit  Identification  Code 


\ 

l 

13 


<  MAC  ' 


Chapter  1 
INTRODUCTION 

\ 

1 

PROBLEM  AND  STUDY  OBJECTIVE 

Problem 

Numerous  Inquiries  during  recent  years  by  variou'a  investigatory 
agencies  have  continued  to  highlight  deficiencies  in  the  manner  and 
extent  to  which  the  Army  has  managed  its  current  inventory  of  IPS,  both 
for  current  production  and  for  mobilization  reserve  purposes.  The  Arn^r 
needs  a  better  system  for  managing  IPE  to  improve  its  operations  and  ruduce 
the  criticisms  from  these  auditing  agencies.  \ 

■  i 

Objective  . 

.  The  objective  of  the  study  effort  was  to  struoture  in  order  of 
importance  IPE  management  areas  tliat  were  designated  as  problem  areas 
by  Government  auditing  agencies,  and  to 'identify  the  causes  of  these 
problems  and  ways  in  which  they  can  be  corrected.-  Achievement  of  this 
objective  would  enable  the  Army  to  improve  the  system  fojj  the  management 
of  I  EE  and  reduce  or  eliminate  criticisms  from  the  auditing  agencies. 

\  \ 

BACKGROUND  1 

DOD-Army  Inventory  of  IPE 

IBS  is  used  in  the  manufacture  and  maintenance  of  end  items  and  com¬ 
ponents  'of  materiel.  It  is  important  that  an  adequate  quantity  of  IPE  be 

'  | 

available  to  the  Government  and  its  contractors  for  their  use.  The 

Government  furnishes  IPE  to  defense  contractors  bo  augment  their  capabilities 
to  produce  end  items  and  components  for  the  military.  This  type  of  IPE  is 

I 
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referred  to  as  Ctovernment-furnished  IIE.  In  addition  to  contractor-used 
IPE,  the  military  uses  IIE  for  manufacturing,  maintenance,  processing, 
and  In  R&D  operations. 

I  HI  is  defined  as  "...that  part  of  plant  equipment  with  an  acquisition 
cost  of  t>!>000  or  more;  used  for  the  purpose  of  cutting,  abrading,  grinding, 
shaping,  forming,  Joining,  testing,  measuring,  heating,  treating  or  other¬ 
wise  altering  the  physical,  electrical  or  chemical  properties  or  materials, 
components  or  end  items,  entailed  in  manufacturing,  maintenance,  supply, 
processing,  assembly,  or  research  and  development  operations..."  (Ref  1, 
para  B  ICG. 11) 

IPE  within  DOD  as  of  31  March  1970  amounted  to  over  $4.2  billion, 
as  shown  in  Fig.  1.  The  dollar  value  of  active  IPE  accounts  for  moot  of 
this  total.  Active  IPE  is  that  which  is  currently  in  use.  IPE  designated 
as  part  of  a  package  refers  to  IPE  in  mobilization  reserve  packages,  commonly 
referred  to  as  "layaway  lines,"  which  my  be  used  for  future  production  of 
end  items  or  components  of  matarlel.  This  reserve  production  capability 
is  required  to  augment  actual  production  during  national  emergencies.  The 
idle  IPE  shown  in  Fig.  1  refers  to  IPE  within  DOD  that  is  not  currently 
being  used  and  is  available  for  reallocation  to  users. 

Figure  2  shows  the  distribution  of  active  HE  within  DOD.  The  Army 
is  the  second  Jargest  holder  of  active  HE,  with  30  percent  of  the  inventory. 
The  Navy  holds  1+4  percent  and  the  Air  Force  24  percent.  With  reference 
to  layaway  lines,  however,  the  Army  is  thu  largest  holder  of  IPE  (Fig.  3  )• 

It  holds  96  percent  in  standby  lines,  83  percent  in  active  base  packages, 
and  75  percent  in  package  plants.  Each  type  of  layaway  line  designates 
the  type  of  facility  holding  the  IPS:',  and  the  ability  of  the  line  to  be 
activated  as  a  complete  production  unit. 

The  dispersion  of  active  and  idle  IPE  within  the  Army  is  shown  in 
Table  3.  AMC  is  responsible  for  over  97  percent  of  the  Army's  IPE.  It 
is  held  at  contractor-operated  facilities,  Army  arsenals,  R&D  facilities, 
depots,  support  centers  and  storage  points.  There  is  a  difference  in  the 
method  of  IPE  management  at  these  facilities.  Contractor-operated  facilities 
using  IPE  are  governed  by  tiie  Armed  Services  Procurement  Regulations  (ASPRs ) 
whereas  AMC  facilities  are  governed  by  Army  Regulations  (ARs)  and  AMCRs. 
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Total!  446,759  llama  Tatali  64,247,496,000 


Fig.  1  ..Total  DOD  Inventory,  31  Mar  70 


Fig.  2— Diitribution  within  DOD  of 
In-llto  IPE  (Actfvo),  31  Mar  70 

Othar  than  lean/laott. 


Totol  Plant*!  151 


Total  Llnon  45 


Total  Pacltagati  30 


Pig.  3— Distribution  within  DOD  of  Layaway  Llnaii 
31  Mar  70,  by  Typa  Lina 
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Table  3 

DISPERSION  OF  ARM!  HE  BY  ACCOJHTABIIITY  SYSTEM  AND  HOLDER 
(Dollars  in  Millions ) 


POD  Organization  for  IPE  Management 

A  comprehensive  discussion  of  departmental  organizations  for  IPE 
management  is  provided  in  Chap  7-  A  general  description  iB  given  below. 

The  principal  levels  of  management  for  the  three  services  1b  shown  in 

Fig.  4. 

Air  Force  Organization.  At  the  Department  of  Air  Force  level,  the 
Deputy  Chief  of  Staff  for  Research  and  Development  (DCS  R&D)  is  concerned 
with  contractual  efforts  (e.g.,  COCO  and  COCO),  as  wall  as  those  Air  Force 
military  activities  engaged  in  research  and  development.  The  Deputy  Chief 
of  Staff  for  Systems  &  Logistics  (DSC  Gyo  &  Log)  is  concerned  with  all  other 
Air  Force  facilities.  The  counterpart  of  the  DCS  R&D  at  the  next  level  is 
the  AF  Systems  Command,  which  controls,  in  a  line  capacity,  the  test  and 
special  weapons  centers,  the  laboratories,  and  the  management  of  contracts 
relating  to  R&D  as  well  as  production  efforts. 

The  AF  Logistics  Command  (AFLC)  1b  the  counterpart  of  the  DCS  Sys  & 

Log.  It  controls  the  air  materiel  areas  (AMAb),  which  are  somewhat  ana¬ 
logous  to  the  Army's  commodity  commands  minus  their  R&D  missions.  At  the 
headquarters  level,  AFLC,  the  Directorate  of  Materiel  Requirements  under 
the  DCS  Materiel  Management  plays  a  key  role  in  equipment  management. 

Navy  Organization.  The  office  of  the  Deputy  Chief  of  Naval  Operations 
(Logistics),  does  not  concern  Itself  with  IFE,  per  se.  The  AMC  counter¬ 
part  within  the  Navy  is  the  Naval  Material  Command.  IPE  in  the  hands  of 
contractors  1b  administered  through  the  Contracts  Administration  Division 
of  the  Deputy  Chief  of  Naval  Material-Procurement  and  Production,  whereas 
IPE  in  Naval  Facilities  is  controlled  by  the  Directorate  of  Installations 
and  Industrial  Resources  under  the  Deputy  Chief  of  Naval  Material  Logistic 
Support.  The  Naval  system  commands— -the  rloseBt  Navy  counterpart  to  the 
Army's  commodity  commands— -perform  in  a  line  capacity  to  the  Chief  of 
Naval  Material.  The  largest  users  of  IPE  within  the  Navy  are  reported  to 
be  the  Air  Systems  Command,  the  Ordnance  Systems  Command,  and  the  Ship 
Systems  Command •  Broad  guidance  is  disseminated  from  the  Deputy  Chief 
of  Naval  Material  (DCNM)  level.  Each  systems  command  is  organized  uniquely 
and  interprets  the  DCNM  policy  and  guidance  for  application  to  the  facilities 
under  its  control.  The  Naval  laboratories  are  controlled  by  the  Director 
of  Navy  laboratories  under  the  DCNM  for  Development. 
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Fig.  4— 1 Comparison  of  Logltlct  Orgonlxoilono!  Structure* 
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Army  Organization.  Figure  5  illustrates  the  principal  activities 
within  DA  that  participate  actively  in  IEE  management.  At  the  DA  level, 
the  Deputy  Chief  of  Staff,  Logistics  (DCSLOG),  promulgates  policy  for 
IFE  management  as  related  to  the  Industrial  Preparedness  Program.  ThiB 
policy  affects  arsenals  and  contractor  facilities  at  the  AMC  level.  It 
has  no  impact  on  AMC  facilities  such  as  laboratories,  maintenance  depotB, 
proving  grounds,  etc. 

Control  of  the  planning,  programming,  and  budgeting  aspects  of  IPE 
management  restB  at  the  HQ  AMC  level  with  three  principal  directorates: 
the  Directorate  of  R&P,  which  has  responsibility  for  the  PEMA  funds,  the 
Directorate  of  RDE  responsible  for  RDTE  funds,  and  finally,  the  Directorate 
of  Maintenance  which  has  responsibility  for  operations  and  maintenance,  Army 
(O&MA)  funds.  Two  divisions  of  the  Directorate  of  R&P  participate  actively 
in  IEE  management.  The  Procurement  Policy  Division  concentrates  on  policy  matters 
relating  to  IFE  management  in  contractor  operations.  The  Industrial  Pre¬ 
paredness  Division  is  responsible  for  consolidating  equipment  requirements, 
including  IPE,  for  PEMA  funded  purposes,  including  the  contractor  require¬ 
ments  hut  excluding  IEMA  funds  for  IEE  to  be  used  in  maintenance  depots. 

The  Special  Assistant  for  Depots  has  cognizance  over  the  depots.  Commodity 
commands,  under  which  the  arsenals  operate,  report  to  the  Commanding  General/ 
Deputy  Commanding  General,  HQ  AMC. 

FEQUA  is  a  Class  II  activity  that  reports  to  the  Directorate  of  R&P, 

HQ  AMC.  FEQUA  ic  largely  limited  to  those  activities  falling  within  the 
Industrial  Preparedness  Program.  It  is  active  in  the  coordination  and 
evaluation  of  proposed  lay -away  programs,  modernization  programs,  and  manu¬ 
facturing  methods  and  technology  programs. 

ISA  is  also  a  Class  II  activity.  It  reports  to  the  Directorate  of 
I&S,  HQ  AMC.  ISA’s  mission  is  to  serve  as  the  technical  aim  of  the 
Directorate,  IfrS,  HQ  AMC.  The  equipment  Management  Branch  of  this  agency 
has  responsibility  for  equipment  at  installations. 

Defense  Industrial  Plant  Eauitment  Center.  DIFEC  operates  under  the 
direction  of  the  Director,  DBA  and  maneges  the  DOD  IPE  program  to  ensure 
the  reutilization  of  available  assets.  It  is  responsible  for  the  com¬ 
position,  maintenance,  and  control  of  a  balanced  reserve  of  IPE.  Its 
responsibilities  include  technical  direction  of  central  storage  oJtes, 
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maintenance  of  the  master  inventory  of  all  IIE,  centralized  inventory 
control  of  idle  IEE,  development  of  a  uniform  system  of  equipment  coding, 
recording  and  reporting,  and  monitoring  the  disposal  of  excess  IEE. 


( 


AUDITING  AGENCY  CRITICISMS  OF  ARMY  MANAGEMENT  OF  IRE 

Because  of  Congressional  interest  in  the  management  of  Government- 
owned  IFEj,  various  auditing  agencies  are  constantly  reviewing  the  Army, 

Navy  and  Air  Force's  management  of  IPE  at  service  installations  and 

£_G 

contractor  operations.  Eight  studies  have  been  conducted  iilnce 
December  1 966. 

Three  studies  in  particular  were  directed  at  the  Army's  management 
of  IEE,  The  May  1968  study  was  concerned  with  inactive  IH3  at  arsenals, 
the  November  1969  study  addressed  active  and  inactive  I  IE  at  Army  installations 
and  contractors,  and  the  October  1970  atudy  examined  the  management  of 
idle  IRE  in  mobilization  reserve  packages.  The  other  five  studies  examined 
contractor  and  service  management,  rrtllisation,  maintenance,  disposal, 
and  reporting  of  ;;EE.  The  studies  have  examined  the  management  functions 
associated  with  I)E  including  acquisition  (requisitioning  and  procurement), 
utilization,  maintenance  (of  active  and  in  storage  IRE),  modernization, 
reporting,  and  mobilization.  During  their  studies  the  auditing  agencies 
visited  service  installations  and  contractors  to  review  management  practices 
for  adherence  to  prescribed  regulations.  Within  the  Army  the  audits  have 
almost  exclusively  concentrated  on  IPE  management  at  AMC  facilities,  or 
AMC-controlIad  activities,  o.g.,  COCO  and  GOCO  facilities.  This  was  to 
be  expected  since  AMC  is  responsible  for  almost  all  Army  reported  IRE. 

ASSUMPTIONS 

Auditing  agency  criticisms  of  IPE  management  were  accepted  at  face 
value.  A  RAC  audit  of  AMC  marugement  of  IPE  was  not  proposed  since  so 
many  studies  had  already  been  performed.  It  was  assumed  that  the  problem 
areas  had  been  correctly  identified,  however,  the  study  group  realized 
that  some  of  the  criticisms  were  of  questionable  validity  and  that  others 
had  been  refuted.  All  criticisms  were  considered  only  to  assure  that  all 
possible  areas  of  AMC  1'PE  management  were  subject  to  RAC  review  for  possible 
improvement . 
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SCOPE 


This  study  concentrated  on  identifying  and  providing  solutions  to 
those  most  critical  and  important  I  PE  management  problem  areas  that  have 
plagued  the  Army  during  the  past  6  years.  Those  areas  of  IPE  manage¬ 
ment  deficiency  have  been  continually  criticized  by  various  Government 
auditing  agencies.  Suggested  changes  to  improve  the  AMC  management  of 
IEE  were  proposed,  to  be  implemented  insofar  as  possible,  within  the 
framework  of  existing  DOD/DSA/nA  and  AMC  regulations. 

During  the  course  of  the  study,  several  other  problem  areas  were 
identified  but  were  mutually  agreed  between  RAC  and  the  client  not  to 
be  within  the  purview  of  the  study.  These  problems  included:  (l)  the 
ambiguity  in  definition  of  IPE;  fluctuations  in  Federal  supply  classification, 

(2)  questionable  validity  of  the  dollar  breakpoint  in  IPE  designation, 
and  (3)  the  lack  of  uniformity  among  services  in  item  coverage. 

APPROACH  TO  ACHIEVING  STUDY  OBJECTIVE 

The  study  approach  to  developing  an  improved  IEE  asset  visibility 
and  control  system  is  illustrated  in  Fig.  6.  The  most  important  aspects 
of  the  approach  are  discussed  below. 

(1)  The  life  cycle  concept  of  materiel  was  used  as  the  basic 
framework  for  analyzing  the  logistic  functions  relating  to  Army  IPE. 

(2)  The  prevailing  DOD,  DA,  and  AMCR  regulations  were  reviewed  for 
IPE  management  policies  and  procedures. 

(3)  The  IPE  management  systems  of  the  Army,  Navy,  and  Air  Force 
were  compared. 

(4)  An  extensive  examination  of  auditing  agency  criticisms  of  Army 
management  was  conducted  to  determine  the  nature  and  causes  of  the  criticisms. 

(5)  An  analysis  of  Army  management,  controls  was  made  to  determine  what 
controls  were  required  to  develop  an  improved  system  for  Army  management. 

(6)  Suggestions  for  system  changes  to  policies  and  procedures 
were  formulated  to  improve  IPE  asset  visibility  and  control  and  reduce 
auditing  agency  criticisms  of  Army  management  of  IPE. 

Each  of  these  aspects  of  the  study  approach  are  described  in  more 
detail  below. 
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Fig.  6— Methodology  for  Developing  on  IRE  A»»ot 
Vialblllty  ond  Control  Syatem 
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Life  Cycle  Concept 

The  management  of  IPE  was  correlated  with  the  phases  used  for  the  life 
cycle  of  materiel  to  assure  that  all  areas  of  management  during  the  existence 
of  I EE  were  identified.  This  included  the  life  cycle  phases  of  requirements 
determination,  acquisition,  distribution,  maintenance,  and  disposal.  Within 
each  of  these  phases  IPE  management  functions  were  defined.  A  total  of 
eighteen  management  functions,  shown  in  Table  4,  were  identified. 

Definitions  of  these  functions  are  given  in  App  A. 

Figure  7  shows  the  generalized  concept  for  IPE  management  that  wqb 
developed  by  the  study  group.  The  heavily  outlined  boxes  in  the  flow 
chart  indicate  the  problem  areas  that  were  addressed  during  the  study. 

Current  Army  System  for  IPE  Management 

A  comprehensive  set  of  19  flow  charts  was  developed  by  the  study 
group  to  depict  current  Army  processes  of  IFE  management.  Each  flow  chart, 
however,  did  not  describe  Just  one  of  the  18  management  functions  Gince 
one  chart  can  illustrate  uore  than  one  function.  Three  flow  chartG  des¬ 
cribed  the  requirements  life  cycle  phase  and  illustrated  the  authorization 
process,  military  supply  system,  and  funding  documentation.  The  acquisition 
phase  was  described  in  terms  of  requisitioning,  procurement,  and  IPE  transfer. 

The  distribution  phase  accounted  for  the  majority  of  flow  charts  and  included 
illustrations  of  mobilization  reserve  package  management,  processing  loans 
to  other  users,  storage  and  transportation,  reporting,  inspection,  and 
contract  termination.  The  maintenance  phase  portrayed  maintenance  oper¬ 
ations  for  both  active  and  idle  IPE,  Disposal  (i.e.,  IPE  disposition) 
was  illustrated  by  plant  clearance  and  base  closure  operations.  Other 
flow  charts  illustrated  the  life  cycle  concept  for  I  HE  management  from  the 
property  administrator’s  viewpoint. 

The  flow  charts  havo  had  useful  applications.  They  are  the  first  set 
of  flow  charts  ever  developed  that  depict  the  Army's  management  of  IPE 
over  the  life  cycle.  Second,  they  provide  an  overviow  of  the  functional 
responsibilities  of  organizations  both  internal  and  external  to  Army 
and  serve  as  a  basic  for  communication  between  these  functional  organizational 
elements.  Third,  they  serve  as  a  base  line  for  evaluating  the  Array's  IPE 
management  system  and  for  identifying  system  deficiencies,  system  responsibilities, 
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Table  4 

FRAMEWORK  FOR  ANALYSIS 
OF  AUDITING  AGENCY  CRITICISMS 


Life  Cycle  Phases 

t 

- , — 

IPE  Management  Functions 

I 

Requirements  (Planning, 

*  Programming  and  Budgeting 

1 

Operational  Requirements  Determination 
Mobilization  Requirements  Determination 
Authorization 

Acquisition 

Identification 

Requisitioning 

Procurement 

Loan/Lease  (Receipt) 

Receipt 

1 

Distribution 

\ 

Property  Accountability 

Utilization 

Redistribution  . 

Loan/lcase  (Out  of  layaway )  | 

Storage  and  Shipment  t 

1 

Maintenance 

\  Preventive  Maintenance 

Repair 

Ove  rhaul /Rebuild 

Disposal  (Disposition) 

Idle/Excess  Reporting 

Disposition 

1 

i 


\ 
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See  “List  of  Abbreviations*  for  acronyms. 


and  redesign  of  the  system.  Fourth,  they  serve  as  a  comprehensive  dia¬ 
gram  of  I PE  management  that  can  be  incorporated  into  Army  regulations, 
lastly,  they  serve  as  a  training  aid. 


Prevailing  Regulations t  Directives,  and  Memorandums 

Considerable  study  effort  was  devoted  to  analysis  of  the  multitude 
of  regulations,  directives,  and  memorandums  pertaining  to  IPE.  Many  of 
these  regulations  were  overlapping  and  several  were  conflicting.  A 
distinction  was  made  between  regulations  for  contractor  operations  (e.g., 
governed  by  ASFR)  and  DOD,  DA,  and  AMC!  regulations  that  govern  Army 
activities.  The  regulations,  directives,  and  memorandums  wore  reviewed  for 
policies  and  procedures  proscribing  IPE  management. 

Air  Force  and  Navy  IH5  Management  Systems 

Thr  Air  Force  and  Navy  systems  for  1HS  management  were  investigated. 

The  study  group  sought  useful  techniques  that  could  be  used  in  Army  manage¬ 
ment  of  IPE.  Applicable  Air  Force  and  Navy  manualB,  regulations,  and 
memorandums  were  reviewed  and  interviews  conducted  at  various  echelons  of 
Air  Force  and  Navy  organizations  to  determine  how  these  services  were  or¬ 
ganized  to  perform  IPE  management,  where  decisions  were  made,  arid  the 
nature  of  their  controls  for  IEE  management.  The  manner  in  which  they 
managed  problem  areas  was  of  paramount  Importance  to  the  study  group  in 
its  analysis  and  comparison  of  service  management. 

Auditing  Agency  Criticisms 

As  mentioned  previously,  eight  studies  have  been  conducted  by  various 
Government  auditing  agencies  since  1966,  which  have  criticized  the  management 
of  IPE  at  military  and  contractor  operations.  Literally  thousands  of  pages 
have  been  devoted  by  these  agencies  to  the  identifications  of  hundreds  of 
criticisms. 

A  method  waB  needed  to  identify  the  most  fundamental  and  important  of 
the  criticisms.  In  reviewing  these  criticisms  the  study  group  assumed  that 
the  problems  did  exist  as  portrayed  and  that  they  had  been  properly  iden¬ 
tified.  The  criticisms  were  accepted  at  face  value  although  it  was  realized 
that  Borne  were  of  questionable  validity  or  had  been  refuted  by  the  Army. 


They  were  considered  to  ensure  that  all  possible  areas  of  I  EE  management 
deficiencies  were  identified.  The  criticism*  were  structured  by  IH5  manage¬ 
ment  function  within  life  cyole  phases. 

In  order  to  identify  the  most  important  and  long  lasting  of  the 
problem  areas,  criteria  were  developed  for  ranking  the  criticisms.  The 
criteria  are  shown  in  Pig.  8.  The  oriteria  reflect  elements  having  a  high 
interest  value  to  the  DOD  and  DA.  since  they  affect  the  Army's  capability 
to  perform  its  mission  and  operate  with  reasonable  economy.  Three 
categories  of  problems  were  identified — critical.  Important,  and  less 
important.  In  order  to  qualify  as  critical,  the  problem  had  to  affect 
at  least  four  of  the  criteria.  For  example,  an  inventory  problem  that  is 
critical  affects  the  Army's  ability  to  perform  its  mission,  large  dollar 
values  of  IH3,  many  Army  or  contractor  organizational  elements,  and  DIHEC's 
reutilization  mission.  Table  5  lists  the  resulting  array  of  critical, 
important,  and  less  Important  IEE  problem  areas. 

At  the  direction  of  the  Army'B  Study  Advisory  Group,  the  study  team 
concentrated  on  solutions  to  problems  designated  as  critical  and  important. 
Each  problem  area  was  expressed  as  a  summary  problem  statement  (e.g., 
deficient  management  of  ASD  inventory)  but  could  represent  from  1  to  10 
different  criticisms  within  the  same  area.  An  example  is  given  for  "deficient 
management  of  ASD  inventory"  in  Fig.  9,  which  represents  five  criticisms  in 
ASD  inventory.  They  occur  at  contractor  operations  (COCO  and  GOCO)  and  Army 
installations  (arsenals). 

Analysis  of  Cor  ‘'role  Required 

During  this  stage  of  the  study,  the  current  system  for  IPE  management, 
applicable  regulations,  auditing  agency  criticisms,  and  strengths  and 
weaknesses  of  the  Air  Force  and  Navy  management  systems  were  analyzed 
collectively  to  determine  the  type  of  IEE  control  required  for  more  effective 
Army  management  of  IPE. 

Problem  areas  were  evaluated  to  determine  the  type  of  controls  the  Army 
applied.  Two  types  of  controls  were  identified.  The  first  relates  to 
preventing  the  problems  from  occurring  and  involves  a  decision  at  head¬ 
quarter's  level  for  approval  or  disapproval.  An  example  is  inadequate 
recertifioation  of  layaways ,  and  loans  rendering  layaway  lines  incapable 
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CRITERIA  FOR  RANKING  CRITICISMS 
AFFECTSi 

•  Army'*  capability  to  parform  Iti  miction 

•  Large  $  value  of  Army  IPE 

•  Many  Army/ contractor  orgonltotlonol  alamanti 

•  High  operating  coatc  far  Army 

a  DIPEC'i  reutllltotlon  miction  advorcaly 


Category 

Number  of  criteria 
needed  to  qualify 

Critical 

4-5 

Important 

3 

Led  Important 

U2 

Fig.  8— Criteria  (or  Ranking  Critic i»m* 


l 


i 


Table  5 

FUMMARY  OF  IEE  MANAGEMENT  ffiOBLEMS 


Rank 

IPE  problem  area 

Critical 

DIPEC  not  screened  prior  to  purchase 

Deficient  management  of  mobilization  reserve  package  inventory 

Inventory  records  inaccurate  and  incomplete;  inventory 
improperly  administered 

Important 

Inadequate  review  and  recertification  of  mobilization  reserve 
packages 

Inventoiy  reporting  inaccurate  and  incomplete 

Inadequate  surveillance  to  assure  maximum  use  of  IEE  and 
reporting  of  idle  IPE 

Loaned  IPE  renders  mobilization  reserve  packages  incapable  of 
meeting  production  needs 

Excessive  repair  costs  and  poor  management  records 
Underreporting  of  idle/excess  IPE 

Inadequate  review  of  and  economic  Justification  for 
replacement/ modernization 

Projected  industrial  operational  requirements  not  being  sent 
to  DIPEC 

Projected  industrial  mobilization  requirements  not  being  sent 
to  DIPEC 

MHiSTRIF  requires  modification  to  accommodate  to  DIPEC 
requisitioning  procedure 

Procurement  operations  deficient 

Contractor  exceeded  30-day  criteria  for  initial  reporting 

Contractor  use  or  rental  of  IPE  not  in  be3t  interest  of 
government 

Unnecessary  shipment  to  storage  sites  during  realignment  period 

Noncompliance  with  and  weak  procedures  for  preventive 
maintenance# 

Items  disposed  of  without  DD  Form  13*+2  sent  to  DIPEC 


Less 

important 


#By  direction  of  the  client,  the  problem  was  Incorporated  for  RAC  study  and 
solution  with  the  "important"  problem,  "Excessive  repair  costs  and  poor 
maintenance  records." 
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Fig.  9— Deficient  Management  of  ASD  Inventory 

'Army  personnel  hay*  the  practice  of  referring  to  met  I  llsotlon  reierve  packages  of  IPE  at  “ASODs."  This 
came  about  n»  a  result  of  the  need  far  the  Office  of  the  Assistant  Secretory  of  Defense  (OASD)  to  approve  the 
establishment  of  tuch  a  package.  An  approved  mobllliatlon  reierve  package  alio  wot  given  a  unique,  desig¬ 
nating  number  by  the  OASO.  In  this  and  subsequent  figures  do  well  as  the  text,  the  more  correct  acronym 
"ASD"  has  been  used  In  lieu  of  *ASOD*  to  designate  these  packages, 
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of  meeting  production  goals.  Another  type  of  control  van  designated  as 
a  response  to  an  auditing  agency  inspection.  Here  HQ  AMC  reviewed  the 
major  subordinate  command's  response  to  the  criticism  of  the  auditing  agency. 
This  type  of  control  is  not  as  effective  as  a  preventive  control  since  it  is 
an  after-the-fact  review.  It  was  found  that  although  the  sources  of  many 
of  the  problems  were  at  the  plant  or  installation  level  the  major  subordinate 
commands  were  expected  to  control  IPE  management  problem  areas  with  minimal 
or  no  feedback  to  HQ  AMC,  Further,  HQ  AMC  appeared  to  rely  most  heavily 
on  auditing  agencies  to  ascertain  the  effectiveness  of  the  major  subordinate 
commands  in  controlling  IFE  management.  It  was  noted  that  there  was  a  lack 
of  controls  at  both  the  HQ  AMC  level  and  major  subordinate  commands  to 
ensure  that  problem  areas  were  resolved  and  that  they  would  not  reoccur. 

Data  required  for  proper  decision  making,  monitoring,  and  control  was  not 
available  at  the  HQ  AMC  level. 

Suggested  System  Chang.es 

Specific  deficiencies  were  identified  and  suggestions  developed  to 
resolve  the  problem  areas  in  the  current  Eystam  for  Army  and  contractor 
management  of  IFE.  These  suggestions  primarily  took  the  form  of  changes 
to  existing  organization  structure,  policy,  and  procedures. 

Organization  and  Scope  of  Document 

For  purposes  of  problem  study,  solution,  and  presentation  some  of  the 
critical  and  important  problems  were  aggregated.  For  example  three  of  the 
nine  problems  related  to  the  general  subject  of  management  of  IFE  in  mobili¬ 
zation  reserve  packages.  Similar  treatment  was  afforded  problems  in  the 
general  areas  of  property  accountability,  and  to  IFE  utilization  and 
reporting  of  idle  IFE,  The  nine  critical  and  Important  problems  have  teen 
covered  in  succeeding  chapters  in  the  following  manner: 

Chapter 

Problem  Statement  Coverage 

DIFEC  not  screened  prior  to  purchase  3 

Deficient  management  of  mobilization  reserve 

package  Inventory  2 

Inventory  records  inaccurate  and  incomplete; 
inventory  improperly  administered  ^ 
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i  Chapter 

Problem  Statement  Coverage 

Inadequate  review  and  recertification  of 
:  .  mobilization  reserve  packages  2 

Inventory  reporting  inaccurate  and 

incomplete  4 

Inadequate  surveillance  to  assure 

maximum  use  of  IPE  and  reporting  of  idle  IPE  5 

Loaned  IPE  renders  mobilization  reserve 

packages  incapable  of  meeting  production 

needs  2 

Excessive  repair  costs,  poor  maintenance 

records,  noncompliance  with  and  weak 

procedures  for  preventive  maintenance  6 

„  .  Underreporting  of  idle/excess  IPE  5 


Chapter  7  has  been  devoted  to  a  task  assigned  to  the  RAC  study  team 

by  the  Chief  of  Staff,  HQ  AMC.  Basically  the  study  team  was  aBked  to 

examine  possible  organizational  alternatives  within  AMC  that  would  permit 

the  integration  and  control  of  all  TIE  activites  under  a  single  management. 

IFE  management  at  present  is  organized  largely  along  functional  organizational 

lines.  The  AAA  took  note  that  this  method  of  managing  IPE  was  a  factor  in 

many  of  the  problems  they  nad  noted  (Ref  6,  para  2d).  The  problem,  although 

2-g 

not  related  directly  to  problem  findings  of  the  investigatory  reports  , 
relates  quite  closely  to  the  general  Bubject  of  IMS  management. 
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Chapter  2 

PR0PO3ED  RESOLUTION  OP  CRITICISMS  REIATING  TO  MANAGEMENT 
OP  IPS  IN  MOBILIZATION  RESERVE  PACKAGES 

NATURE  OF  IROBLEMS/CRITIGISMS 

The  Army’s  management  of  IPE  in  mobilization  reserve  packages  has  been 
subjected  to  three  general  types  of  problem,  as  described  below. 

Inadequate  Process  Recertification  and  Approval  of  Mobilization  Reserve 
Packages 

Auditing  agencies  noted  that  the  recertification  and  approval  proceBQ 
permitted  the  recertification  and  approval  of  mobilization  reserve  packages 
for  which  a  specific  contractor  or  Government  plant  had  not  been  selected 
or  reserved.  The  Army  was  also  criticized  for  permitting  excessive  delays  in 
negotiating  production  agreements  with  contractors. 

Deficient  Management  of  Mobilization  Reserve  Inventory 

Specific  criticisms  within  this  problem  area  included  the  retention 
of  IPE  in  excess  of  the  Army's  mobilization  requirement  either  because 
there  was  no  identifiable  mobilization  requirement  or  booause  the  IPS 
was  retained  as  part  of  the  facility’s  mission  support  equipment.  The  IPE 
represented  an  excess  of  production  capacity  for  the  mobilization  reserve 
package.  Other  specific  criticisms  included  reactivation  of  IPE  within 
the  mobilization  reserve  package  rendering  it  incapable  of  meeting  its 
intended  purpose;  not  screening  DIPEC  for  mobilization  reserve  package 
shortages  or  uneerviceables;  IPE  requiring  repair;  and  differences  between 
DIPEC  and  Army  records  relative  to  the  number  of  mobilization  reserve  packages 
and  IPE. 
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Loaned  ITS  Renders  Mobilization  Reserve  Packages  Incapable  of  Meeting 
Intended  Production  Goals 

Within  this  area  of  criticism  auditing  agencies  faulted  the  Army  for 
lending  IPE  from  mobilization  reserve  packages  with  no  assurance  of 
their  return  or  replacement.  In  addition  loans  were  not  reported  to 
DIFEC  in  Order  that  DIFEC  might  adjust  its  IH2  inventory  record  to  show 
the  possessor  and  location  of  the  IPE. 


CURRENT  3 Y STEM  AND  EVALUATION— ARMY 

Mobilisation  Reserve  Package  Recertification  and  Approval 

Under  the  current  system  for  mobilization  reserve  package  recertifies* 
tiou  and  approval.  Fig.  10,  Col  a,  the  major  subordinate  command  (MSC) 
prepares  and  reviews  supplementary  mobilization  reserve  package  data. 

Thu  supplementary  data  consists  of  the  ASD  approval  number,  end  item,  planned 
producer  and  location,  and  the  location  of  the  IBS.  During  recertification, 
mobilization  data  is  used  for  reviewing  the  need  for  the  mobilization 
reserve  package.  The  major  subordinate  commander  reviews  the  supplementary 
data,  mobilization  requirements  and  production  capability,  and  signs  the 
Format  B  (Certification  -  Raakage  or  Standby  Line)  which  verifies  that  the 
mobilization  reserve  package  was  reviewed  and  meets  the  retention  criterion 
of  DODI  4215.18. 10  This  criterion  specifies  that  the  mobilization  reserve 
package  is  required  to  meet  critical  mobilization  needs.  The  Format  B 
and  the  supplementary  data  are  then  forwarded  to  HQ  AMC  for  approval  by  the 
Director  of  R&P,  who  forwards  it  to  the  FEMA  Division  of  the  DCSLOO,  who, 
ir  turn,  approves  and  forwards  it  through  channels  to  OASD.  The  current 
recertification  process  emphasizes  the  need  for  the  mobilization  reserve 
package.  Little  attention  is  given  to  the  integrity  of  the  package  or 
condition  of  the  I PE. 

In  effect,  but  only  recently  implemented  (see  Fig.  10,  Col  b), 

AR  700-90  (Ref  11,  pp  5-10)  requires  thut  an  ASD  Status  Report,  DCS  DD 
ISoL  (AR  642),  accompany  the  Format  B.  The  ASD  StatuB  Report  is  being 
submitted  annually  with  quarterly  changes.  It  is  used  in  conjunction 
with  and  should  be  reconciled  to  the  Axiny  Materiel  Plan  (AMP)  and  the 
Departmental  Industrial  Plant  Reserve  and  National  Industrial  Plant 
Reserve  (DIFR/niph)  Report  for  identification  of  the  mobilization  requirement 
for  the  mobilization  reserve  package. 


CURRENT  METHOD 


DiRECTED  BY  AR  700-90 


DA 


AMC 


PE  QUA 


Ma|er 

Subordinate 

Command 


b. 


Flo-  10— ComparUnn  of  Data  Flow*  for  Mobilliotlon  Rooorvo  Packag* 

Rocortlflcotlon  and  Managomont— 

Currant  Syotom  Comporad  with  Syotom  undor  Impltmontatlon 
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Management  of  Mobilization  Reserve  Package  Inventory 

Mobilization  reserve  paakago  inventory  is  managed  in  the  following 
manner}  voids  are  filled  by  sending  requisitions  to  DIPEC.  Tho  voids 
are  surfaced  when  the  mobilization  reserve  package  is  reviewed  or  when  a 
contractor  asks  for  IH0  never  given  him  as  part  of  the  package  that  was 
negotiated. 

Under  the  ASPRs,  the  reporting  c  '  IPE  in  excess  of  Army  needs  in 
mobilization  reserve  packages  at  contractor  plants  that  are  administered  by 
DCAS  is  the  responsibility  of  administering  DCAS  personnel.  Excess  mobili¬ 
zation  reserve  package  IP®  in  contractor  plants  administered  by  Army 
contracting  officers  is  determined  through  ASFR  procedures  and  staff  visits 
in  which  the  IPE  is  reviewed.  DIPEC  Form  1 6Z  (II®  Inventory  Record)  haB 
been  used  for  reconciling  inventory  not  in  central  storage,  since  DIPEC 
is  accountable  for  IPE  in  central  storage.  II®  that  has  been  reactivated 
from  a  package  to  increase  ourrent  production  of  th«  intended  end  item 
appears  to  be  of  little  concern  to  major  subordinate  commands  since  tho 
IPE  is  used  for  the  production  of  the  intended  end  item. 

Control  of  Loans  from  Mobilization  Reserve  Packages 

The  DIPEC  SP-6  ASP  Status  Report  is  UBed  by  the  AMC  major  subordinate 
commands  to  review  ohanges  in  IPE  status  (i.e.,  reactivation,  intranEit, 
in  reserve,  deleted)  and  compare  these  changes  with  command  records. 

(However,  because  of  the  earlier  cut-off  date  for  the  SP-6,  these  comparisons 
are  sometimes  difficult  to  make.)  II®  loans  are  controlled  by  reviewing 
the  request  for  loan  (inter/lntra-Departmental  Request  for  Release  of  Equipment, 
DD  Form  770/770-1)  to  determine  whether  the  requestor's  need  is  urgent. 

The  DD  Form  770/770-1  is  sent  to  FEQUA  who  monitors  the  return  of  II®. 

According  to  AR  700-90  (Ref  11,  para  5-5®);  loaned  IPE  should  be  replaced  or 
re  burned  within  1  year  and  reactivations  limited  to  2  years  (Ref  11,  para  5”5h). 

Evaluation  of  Current  System 

The  criticisms  of  the  Army's  recertification  of  mobilization  reserve 
package  and  its  lending  of  IP®  affect  both  the  major  subordinate  commands 
and  HQ  AMC.  These  management  levels  are  actively  involved  in  the  review 
and  approval  of  recertifications  and  loans.  With  respect  to  these  problem 
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areas,  both  HQ  AMC  sor’d  the  headquarters  of  the  major  subordinate  command 
have  a  means  for  exert  preventive  controls  to  assure  that  the  probates 
do  not  recur  or  are  minimized.  However,  the  auditing  agencies  have  shown 
that  the  problems  persist,  indicating  that  management  controls  have  been 
ineffective. 

HQ  AMC  lacks  an  effective  control  system  to  prevent  these  deficiencies 
from  recurring.  The  major  subordinate  command  is  expected  to  control 
IFE  management  problem  areas  with  minimal  feedback  to  HQ  AMC.  The  latter 
relies  most  heavily  on  audits  to  ascertain  how  effectively  the  major 
subordinate  commando  have  been  controlling  IH3  management  problem  areas. 

AR  700-90"1''1'  requires  that  major  subordinate  commands  establish 
controls  and  program  reviews  to  ensure  the  proper  management  of  mobilisa¬ 
tion  reserve  paakages.  This  includes  screening  of  DIFEC  to  fill  mobilization 
reserve  package  voids  and  to  replace  unserviceable s,  reporting  of  excosses 
to  DIFEC,  ensuring  that  condition  codes  are  accurately  dotexmined  and  recorded, 
th>_  laying  away  of  IFE  that  i<,  mechanically  capable  of  performing  its 
required  operation,  keeping  mobilization  reserve  packages  intact  (unless 
HQ  AMC  approves  exceptions),  and  having  loans  replaced  within  1  year. 

Without  an  adequate  control  system  major  subordinate  commands  laok  the 
ability  to  recognize  and  correct  deficiencies  in  these  management  areas. 

Tnere  is  no  system  available  for  comprehensive  management  of  mobilization 
reserve  packages  nor  is  there  a  requirement  for  analyzing  the  integrity 
of  the  package  or  its  manufacturing  efficiency. 

If  the  past  continues  to  reflect  the  future,  the  Army  can  be  assured 
that  the  auditing  agencies  will  continue  to  identify  management  deficiencies 
in  the  areas  noted  above  unless  the  major  subordinate  commanders  adopt 
a  control  system  for  identifying  and  correcting  deficiencies  before  they 
are  surfaced  by  the  auditing  agencies. 

CURRENT  AIR  FORCE  AND  NAVY  SYSTEMS  AND  EVALUATION 

Air  Force 

The  Air  Force  maintains  very  few  mobilization  reserve  packages. 

Thus  little  data  can  be  obtained  from  the  Air  Force  for  use  in  developing 
an  improved  Army  eys/luiii  for  tnese. 


CRAC) 
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!  The  Navy  does  maintain  mobilization  reserve  packages.  The  responsi¬ 
bility  for  control  of  individual  mobilization  reserve  j.  .ckages  is  frag¬ 
mented  between  system  commands  and  subordinate  system's  support  offices. 

The  Navy  Weapons  Industrial  Support  Office  (NWIsIp)  acting  for  the  Naval 
Air  System  Command  and  Naval  Ordnance  System  Command  prepares  all  Format  A, 

B,  and  Cs  and  manages  Navy  packages.  The  Chief  of  Naval  Material  (CNM) 
and  Naval  Material  Industrial  Resources  Office  (NAVMIRO)  review  these  formats 
prior  to  their  submission  to  OASD  (l&L).  Simila'^  to  the  Army  they  must 
annually  recertify  mobilization  reserve  packages  verifying  that  the 
papkage/line  still  meets  the  established  retention  criteria  of  DODI  4215.l8.^( 
At, present  the  Naval  Air  Systems  Command  haB  Bix  mobilization  reserve 
packages.  The  I^aval  Ordnance  Systems  Command  (NAVORDSYSCQM)  has  nine 
mobilization  reserve  packages.  The  Naval  Ordnance  Systems  Command  budgets 
for  tw  analysts  who  specialize  in  mobilization  reserve  packages.  They 
are  attached  to  the  Naval  Ordnance  Support  Department  (NOISD),  Crane,  Ind. 
These  two  specialists) spend  several  ^eeks  annually  at  each  plant  analyzing 
each  of  NAVORDSYSCOM ' s  nine  mobilization  reserve  packages.  They  perform 
system  surveys,  rc-lew  the  DIPEC  SP-6  ASD  Status  Report,  NOISD,  and  ^plant 
records,  and  recommend  IEE  excesslng  and  repair.  These  plants  send  'a 
duplicate  copy  of  th^  original  and  changed  DD  Form  1342  (DOD  Property 
Record)  to  NOISD.  NdlSD  specialists  compare  a  computer  printout  of  NOISD 
DD  Form  1342s  with  the  DIPEC  SP-(c  report  and  an  inspection  sample  of  IFB 

during  pil-nt  visits.  \ 

1 

Evaluation 

The  above  suggests  that  AMC  major  subordinate  commands  might  consider  1 
funding  for  participants  of  an  inspection  group  either  lopated  at  the 
major  subordinate  command  ^or  FEQUA.  Members  of  th'is  group  would  periodi- 
\  oally  visit  plants  having  Army  mobilization  reserve  packages,  review  inven- 
!  tory  and  loans,  and  aid  in  the  preparation  of  data  for  mobilization  reserve 
package  recertification.  , 


■’ir 
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PROPOSED  SYSTEM  CHANGES 

A  system  for  improving  management  of  mobilization  reserve  packages 

Wfis  developed.  The  system,  wh4,ch  addresses  the  three  problem  areas 

i 

for  which  the  Army  has  been  criticized,  provides  data  l'or  the  comprehensive 
review  of  mobilization  reserve  packages .  Four  reports  are  used  in  this, 


system. 


\ 


\ 


The  first  report  is  the  existing  Format  B  recertification  required  by 

OASD. 

The  second  report.  Mobilization  Reserve  Rackaga  Management  Data,  is 
a  new  report  that  has  been  developed  by  RACi  for  management  control  purpose's 
at. the  major  subordinate  command  and  HQ  AMC  levels. 

The  third  report  is  the  existing  DIPEC  SP-6  report,  which  bias  been 

i  i 

modified  to  include  management  control  data.  1 

The  fourth  report  is \ the  existing  DIPEC  Form  162  Industrial  Plant 
Equipment  Inventory  Record,  which  lias  bean  'modified  to  verify  the  location, 
status,  and  condition  of  IPS.  I 

Under  the  proposed  system  (Fig.  11,  Col  c)  the  holding  activity,  i.e., 
the  plant  or  installation,  would  receive  the  DIPEC  Form  1 62  and  verify 
the  location,  status,  and  condition  eodo  for  each,  item  of  IPE  on  that 
fort.  The  form  would  then  be  forwarded  to  the)  major  subordinate  command, 
which  should  already  be  in  receipt  of (the  DIPEC  SP-6  form,  (The  major 
subordinate!  command  may  wish  to  direct!  the  DIPEC  SP-6  form  to  the  holding 
activity  for  completion  and/or  as  an  aid  in  completing  the  DIPEC  Form 
162.  In  this  event  bot|h  DIPEC  forms  when  completed  would  be  forwarded 
to  the  raj or  subordinate  command. ) 

1 

The  major  subordinate  command  would  th&n  prepare  to  complete  the 
\  '  .  . 
new  form,  Mobilization  Reserve  Package  Management  Data  \( Fig.  12 /.  The 
\  1  I 

Mobilization  Reserve  Management  Data  report  is  divided  Into  five  sections: 

(a)  Identification  Data,  (b)  Industrial  Preparedness  Requirements  ) 
A^aly-sls  (c)  Inventory  Data,  (d)  Mobilization  Reserve  Package  Condition 
and  Maintenance  Cost  Data,  and  (e)  Certification. 

The.  planned  producer,  his  ideation,  and  the  expiration  dhte  of  the 
DD  Form  1519  (Prime  Contract  Schedule)  production  agreement  are  identi¬ 
fied  in  order  to  reduce  or  eliminate  criticisms  that  contractor  or  government 
\ 

plants  are  not  reserved, for  the  mobilization  package  and  uhat  there  are 

1 
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DIPEC 
Form  162 


SECTION  At  IDENTIFICATION  DATA 

ASD  Number  . . . 

Dote  Last  Recertified  by  MSC_ 

Original  OSD  Authorisation  Date 

Planned  Producer 

Date  Planned  1  S 1  9/Contract  Expires  _ 

SECTION  Bi  INDUSTRIAL  PREPARED¬ 
NESS  REQUIREMENT  ANALYSIS 


Mobilisation  Requirement 

Production  Capability 
o,  This  ASD 

b.  Othar  ASDs 

c.  151 9m  without  ASD» 

d.  Induatry  Capability 

Dlflarencs  from  Mobilisation  Requirement 


Monthly 
Prod.  Rate 


1 


SECTION  Ct  INVENTORY  DATA 


Government-Owned  IRE  Requited 

a.  As  reported  to  DIPEC  (on  hand) 

b.  On  Loan 
e.  On  Lease 

d.  Requisitions  Pending  at  DIPEC 

e.  Shortage-Investment 

f.  Shortage-Retention 

Value  ol  Other  Equipment  and  Tooling 
Total  Value  of  Package 
Transactions 

a.  Additions  to  ASD 

b.  Deletions  to  ASD 

c .  Loan/Lease  _ 


Army  Difference 


Qty  • 


Acq. 

Cast 


Cur  rent  FY 


Qty. 


Acq, 

Cost 


FY-I 


Qty, 


Acq. 

Cost 


FY-2 


Qty. 


Acq. 

Cost 


SECTION  Dt  MOBILIZATION  RESERVE  PACKAGE  CONDITION 
AND  MAINTENANCE  COST  DATA 


Current  FY 


FY-1 


FY-2 


*'•  ASD  IPE  In  Usable  Condition 
Number  of  IPE  Inspected 
Number  of  IPE  Requiring  Testing 
Number  of  IPE  Requiring  Repair 
Number  of  IPE  Requiring  Replacement 
Required  Costs  (Total) 

a.  Rsqulred  Equipment  Repair  Cast 

b.  Required  Equipment  Replacement  Cost 

c.  Required  Real  Property  Maintenance  Coif 

d.  Required  Real  Property  Repair  Cost 
Funds  Available 

Expenditures 
Cost  Backlog 

a.  Equipment  Repair 

b.  Equipment  Replacement 

c.  Real  Prope,  ty  Maintenance 

d.  Real  Property  Repair 
Remarks! 

Statement  of  overall  manufacturing  efficiency! 


SECTION  Et  CERTIFICATION 

I  certify  that  ASD _ woe  reviewed  on. 


PITS 


C.  G.  Cammndlty  Command. 


and  that  the  data  above  are  accurate  os  of . 
_ Dote. 


Fig.  12— » Mobilisation  R#»»rva  Package  Management  Data 
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excessive  delays  In  negotiating  production  agreements.  The  Industrial 
Preparedness  Requirements  Analysis  section  of  the  report  provides 
mobilization  requirements  and  production  capability  data  to  review  and 
approve  or  disapprove  the  need  for  the  mobilization  reserve  package  to 
meet  prescribed  mobilization  requirements.  It  can  be  used  to  reduce  or 
eliminate  the  criticism  that  mobilization  reserve  package  IPE  is  being  re¬ 
tained  with  no  identifiable  mobilization  requirement. 

The  Inventory  Data  section  of  the  report  provides  a  means  to  control 
deficient  management  of  the  mobilization  reserve  package  inventory. 
Verification  of  or  a  notation  of  differences  between  DIH2C  and  Army  reported 
values  for  IH3  quantities  and  acquisition  cost  are  shown  for  reported  IPE 
on-hand,  loans/leases,  shortages  and  requisitions  pending  fill  at  DIFEC. 

A  summary  of  annual  transactions  (additions,  deletions,  loans/leases )  is 
provided  to  show  the  changes  to  the  mobilization  reserve  package  during  the 
year.  Aside  from  the  dollar  value  of  the  other  equipment,  the  form  provides 
the  user  with  the  total  value  of  the  mobilization  reserve  package. 

The  fourth  section  of  the  report  provides  the  user  with  an  indication 
of  the  condition  of  the  IPE,  maintenance  performed,  and  maintenance  costs. 
The  funds  available  as  well  as  expenditures  and  cost  backlog  foi  equipment 
and  real  property  maintenance  is  provided  for  management  review.  A  re¬ 
marks  portion  is  provided  to  permit  expansion  of  particular  points.  Space 
is  provided  for  a  statement  by  FEQUA  of  the  overall  manufacturing  efficiency 
of  the  mobilization  reserve  package. 

The  fifth  and  final  section  relates  to  certification  that  a  review 
has  been  made  of  the  package  and  that  the  data  shown  are  accurate. 

The  major  subordinate  command  should  already  have  received  some 
data  from  DIFEC  for  insertion  on  the  new  form.  Figure  13  describes  the 
sources  of  the  information  needed  for  completing  this  new  form.  D  signi¬ 
fies  that  DIEEC  is  the  source,  aid  A  signifies  the  Army  as  the  source. 

After  completing  the  new  form  and  the  Format  B,  the  major  subordinate 
command  forwards  these  two  forms  to  FEQUA  for  evaluation  of  their  complete¬ 
ness  and  integrity,  and  from  FEQUA  they  are  forwarded  to  HQ  AMC ®  Following 
review  and  approval  at  this  level  the  forms  are  then  forwarded  to  DCSLOG, 

The  detailed  system  flow  for  development  of  the  Mobilization  Reserve 
Package  Management  Data  form  is  shown  in  Fig.  it, 
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Fig.  13— Soureti  of  Data  Element*  for  Mobilization  Koiorvo  Package  Management  Data 


In  initially  reviewing  the  DlldSC  Form  162  following  receipt  from 
the  holding  activity  the  major  subordinate  command  may  question  the 
condition  code  of  certain  of  the  equipment  and  be  of  tha  opinion  that 
analytical  testing  is  in  order.  The  procedure  to  be  followed  in  selecting 
items  for  analytical  testing  has  been  described  in  a  filter  system  that 
is  depicted  in  Fig.  15 . 

The  existing  Format  B  remains  the  same.  However,  the  present  DltEC 
SP-6,  ASD  Status  Report,  Fig.  16,  has  been  modified  as  shown  to  provide 
the  planning  command's  administering  officer  with  space  to  Insert  anti¬ 
cipated  repair,  replacement  and  test  dates,  and  the  cost  of  required 
repair,  replacement,  and/or  test  for  IFE. 

The  DIPEC  DD  162  Form  (industrial  Plant  Equipment  Inventory  Record), 

Fig.  17,  has  been  modified  as  shown  to  include  a  section  for  verifying 
IPE  locati  ;n,  status,  and  condition  at  the  plant /facility  level.  The 
findings  section  of  this  form  provides  for  insertion  of  the  estimated  coat 
for  the  test,  repair,  or  replacement  of  the  IPE.  These  cost  data  are 
used  in  completing  the  Mobilization  Reserve  Package  Management  Bata  report. 

SUMMARY 

The  RAC  proposed  Mobilization  Reserve  Package  Management  Data  report 
Integrates  data  currently  contained  in  a  variety  of  reports,  plus  new  data, 
into  a  single  comprehensive  report  for  evaluation  and  control  of  mobilization 
reserve  packages.  In  addition,  it  provides  evidence  of  the  integrity  and 
quality  of  the  mobilization  reserve  package  for  the  meaningful  certification 
ol'  the  .Format  B.  The  ovaluutor  can  deoeimiuo  whubher  tho  differences 
between  production  capability  and  mobilization  requirements  have  been  accom¬ 
modated,  whether  reactivation  time  is  excessive,  and  whether  the  inventory 
data  are  obsolete.  It  allows  the  review  of  loano/leases,  requisitions, 
shortages,  additions,  and  deletions  over  3  years  for  evaluation  of  changes 
in  the  integrity  of  the  line /package.  Expenditures  and  maintenance  back¬ 
log  are  shown  in  order  to  evaluate  the  effectiveness  of  maintenance. 

The  data  elements  in  the  report  have  been  designed  so  that  maximum  advan¬ 
tage  can  be  taken  of  DIPEC's  data  base  and  computer  capability. 

With  the  exception  of  the  Mobilization  Reserve  Package  Management 
Data  form,  the  proposed  system  does  not  generate  new  reports,  and  provides 


C»  AC  ) 


48 


INDUSTRIAL  PLANT  EQUIPMENT  INVENTORY  RECORD 


Fig.  17 — Modified  JiPEC  IPE  Inventory  Record 


for  the  elimination  of  the  DA.  Form  6^2.  The  current  DIH5C  DP-6  report 
has  been  modified  to  provide  the  Army  space  for  annotating  repair, 
replacement,  test,  and  coot  data  required  to  restore  the  mobilization 
reserve  package  to  desired  production  capability*  The  DIPEC  162  IEB 
Inventory  Report  has  been  modified  to  provide  for  reconciliation  of  DIEEC 
and  Army  inventory  records  by  providing  for  verification  of  IH3  location, 
otatuo,  and  condition. 

Proposed  solutions  to  specific  criticisms  levied  upon  the  Army's 
managemant  of  mobilization  reserve  packages  are  shown  in  Table  6. 


i.'NAC 


52 


Chapter  3 

PROPOSED  RESOLUTION  OF  CRITICISMS  RELATING 
TO  FAILURE  TO  SCREEN  DIFEC  OR  IMFROIER  SCREENING  OF  DIEEC 
PRIOR  TO  PROCUREMENT  OF  IPE 

NATURE  OF  EROBIEMS/CRITICISMS 

Not  Screening  DIEEC  and  Improper  Screening  of  DIFEC  .Prior  to  Procurement — 
Army  Contractors  and  Installations  ~  — 

Screening  is  the  process  of  requisitioning  DIEEC  for  available  IH3 
and  obtaining  a  CNA  if  the  IPE  is  not  available.  Requisitioned  can 
initiate  procurement  after  obtaining  a  CNA.  The  Army  and  its  contractors 
have  been  faulted  for  not  screening  DIEEC  at  all  or  purchasing  IPE 
before  screening  actions  were  initiated  or  completed  (Ref  12,  pp  11-15 ). 
Auditing  agencies  have  identified  instances  of  not  screening  that  have  been 
related  to  purchases  of  hundreds  of  items  of  IPE  costing  several  millions 
of  dollars.  Two  reasons  were  given  for  not  screening.  One  waB  that  Army 
and  contractor  personnel  did  not  consider  the  item(s)  to  be  IPE.  The  second 
was  that  procedures  were  not  sufficiently  effective  to  assure  that  screening 
was  accomplished.  The  requirement  for  screening  is  essential  if  maximum 
redistribution  and  reuse  of  DOD  assets  and  effective  management  of  pro¬ 
curement  funds  are  to  be  achieved. 

CURRENT  SYSTEM  AND  EVALUATION — ARMY 

Contractor  Purchase  of  IPE 

The  current  system  for  contractor  purchase  of  IPE  is  illustrated  in 
Fig.  18.  Request  for  funds  for  contractor  acquisition  of  new  IPE  are 
forwarded  through  channels  to  the  Assistant  Secretary  of  the  Army,  Instal¬ 
lations  and  Logistics  (ASA,  I&L)  for  approval.  After  approval  the  type  of 
IPE  and  funding  authorized  arc  cited  ub  part  of  the  contractor's 


Fig.  18 — Contractor  Purchase  of  IPE — Current  Systec 
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production  contract  for  the  end  Item  or  component.  The  PCQ  at  the  res¬ 
ponsible  major  subordinate  command  reviews  the  contract  to  determine 
whether  ASPR  (Ref  13,  Sec  13;  para  301g)  has  been  referenced  to  assure  that 
a  ORA  is.  obtained  before  contractor  acquisition  of  new  IPE.  This  clause 
places  -a  responsibility  on  the  ACO  to  ensure  that  acquisition  of  the  items 
listed  in  ASPR  (Ref  13;  para  312)  is  not  made  until  a  CM  has  been  received 
from  DIPEC.  Defense  Supply  Agency  Manual  (Ref  it,  pura  90102)  also  requires 
that  a  CNA  be  .obtained  before  procurement.  On  receipt'  of  the  contractor's 
purchase  order  for  IPS,  the  ACO. prepares  a  ^DD  Form  1419  to  obtain  the 
IPE  or  CNA  from  DIFEC.  The  DD  porm  1419  is  forwarded  to  DIPEC  through 
the  PCS  who  reviews  the  need  for  the  IPE,  If  the  required  IPE  is  not 
available  DIPEC  issues  a  CNA  that  is  valid  for  90  days  (hereafter  referred 
to  as  a  "vplid  CM").  It  is  received  by  t^e  ACO  who  approves  the  purchase 
order.  On  receipt  of  the  item  a  DD  Form  13142  DOD  Property  Record  is  sent 
to  DIPEC  to  acknowledge  IPE  receipt  and  location.  The  DD  Form  l'}42  refer¬ 
ences  the  applicable  CNA. 

Annually  a\  property  administrator  is  required  to  survey  the  con¬ 
tractor's  property  control  system  in  accordance  with  ASPR  (Ref  15,  Annex  l). 
One  aspect  of  this  survey  is  an  examination  of  contractor  procedures  for 
contractor-acquired  property  for  the  Government. 

i  ‘  1 

Army  Furchase  of  IPE  1 

Under  the  current  system,  Fig.  19,  AMC  Non-TOE  users  at  arsenals, 
depots,  R&D  labs,  maintenance  shops,  etc,  send  a  purchase  request  to  the 
installation's  equipment' manager.  The  installation  equipment  manager 
reviews  the  request  for  the  validity  of  IPE  need,  availability  or  sub¬ 
stitutability  of  the  item  within  the  installation,  and  item  authorization 
under  the  unit's  table  of  distribution  and  allowances  (TDA).  If  the  Item 
is  not  authorized  under  the  TDA  he  'obtains^ authorization  through  channels 
from  DA  for  DA |  controlled^  items  or  the  HQ  AllC,  Directorate  ot?  I&S  for 
non-DA -controlled  items.  I  The  authorization  and  detailed  item  description 
are  given  to  the  installation's  accountable  property  officer,  who  prepares  a 
DD  Form  1419,  DOD  Industrial  Plant  Equipment  Requisition,  or  equivalent 
(DL  Form  1348,  letter  or  TWX  request)  for  the  item.  The  PCO  may  review 
the  DD  Form  14-19,  or  ib  may  be  sent  'directly  to  DIPEC.  DIPEC  screens 
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its  idle  inventory.  If  the  item  is  available,  DIESC  issues  shipping 
instructions,  and  tho  item  is  sent  to  the  requesting  installation.  If  the 
item  is  not  available,  DIPEC  issues  a  CNA  (DD  Form  l4lft  Section  V).  Pro¬ 
curement  must  be  initiated  within  90  days  of  the  date  of  the  CNA.  On 
receipt  of  the  CNA.  the  accountable  property  officer  initiates  action  to 
obtain  the  item.  He  determines  whether  the  item  is  funded  from  FEMA 
production-base  funds.  If  it  is  he  provides  local  procurement  with 
detailed  technical  data  (e.g.,  specifications )  for  item  procurement.  If 
it  is  FEMA  funded  but  not  production- base  funded,  he  requisitions  the  National 
Inventory  Control  Point  (NICP).  If  it  is  not  EEMA  funded  he  determines 
if  it  is  supplied  within  the  military  supply  system.  If  it  is  not  he  will 
obtain  the  item  from  local  procurement,  citing  operation  and  maintnenance, 

Army  (OMA)  or  R&D  funds.  If  it  is  in  the  military  supply  system  he  will 
requisition  the  NICP  citing  either  OMA  or  R&D  funds.  Items  requisitioned 
from  the  NICP  are  requisitioned  with  a  DD  Form  1349m  exception  requisition. 

The  CNA  may  be  attached  to  the  exception  requisition.  On  receipt  of  the 
item  tho  CNA  and  date  are  entered  on  a  DD  Form  1342,  DOD  Industrial  Plant 
Equipment  Property  Record  and  submitted  to  DIPEC. 

Evaluation 

Defects  in  the  Contractor  System.  The  present  method  for  assuring 
screening  of  DIPEC  in  the  contractor  system  is  deficient  for  the  following 
reasons: 

(1)  Tho  ACO  can  approve  a  contractor's  purchase  orders  without  a 

CNA  due  to  oversight  or  imfamiliarity  with  IPE  identification  or  regulations. 

(2)  The  contractor  is  not  held  responsible  for  obtaining  a  CNA  before 
procurement  of  IPE  and  may  not  be  aware  th  t  the  type  of  equipment  he  is 
procuring  requires  that  the  ACO  obtain  a  CNA. 

(3)  The  annual  system  survey  does  not  specifically  require  that  the 
property  administrator  inspect  to  assure  the  CNAs  have  been  obtained 
prior  to  procurement. 

(4)  DIPEC  does  not  provide  the  PCO  or  ACO  with  the  names  of  con¬ 
tractors  who  purchase  IPE  without  CNAs.  Therefore,  neither  the  Army 

nor  the  ACO  can  take  preventive  measures  to  correct,  reduce,  or  eliminate 
this  deficiency. 


(5)  HQ  AMC  is  not  aware  of  contractor  violations  until  the 
violations  have  teen  publicized  by  the  auditing  agencies.  Therefore 
HQ  AMC  or  the  FCO  cannot  take  corrective  action. 

Defects  in  the  Army  System.  The  current  method  for  assuring  screening 
of  DIFEC  in  the  Army  system  is  deficient  for  the  following  reasons? 

(1)  The  accountable  property  officer  may  fail  to  screen  DIH2C 
because  of  unfamiliarity  with  regulation  or  I PE  identification. 

(2)  The  ilTCP  item  manager  is  not  required  to  assure  that  a  CNA  has 
been  obtained  for  the  item,  nor  is  he  responsible  for  obtaining  a  CNA. 

(3)  NICP  or  local  procurement  activities  are  not  responsible  for 
rejecting,  procurement  requests  without  a  CNA. 

(4)  The  Command  Supply  Discipline  Program’s  (CSDP)  checklist  (Ref 
16,  Chapter  2,  Sac  II)  does  not  require  examination  of  the  requisitioning 
process  for  CNAs.  Thus  requisitions  can  be  generated  without  a  CNA. 

(5)  DIH1C  does  not  provide  the  Army  with  the  names  of  installations 
who  submit  DD  Form  1342s  for  new  IPE  without  CNAs.  Thus  HQ  AMC  is  not 

aware  of  violations  of  regulations  until  the  auditing  ager  ies  have  identified 
the  violations.  'Therefore  KQ  AMC  cannot  take  preventive  actions  to  reduce 
or  eliminate  this  infraction  of  regulations. 

CURRENT  AIR  FORCE/NAVY  SYSTEMS  AND  EVALUATION 

The  "DSA  Manual"  (Ref  l4,  paras  20201,  §3102 )  requires  that  all 
services  requisition  DIFEC  for  IPE  availability  and  obtain  a  CNA  prior  to 
purchase  of  IPE.  ASPR  (Ref  13,  para  301g)  further  requires  that  a  CNA 
be  obtained  prior  to  the  procurement  cf  IPE  by  contractors. 

Air  Force  System  for  Controlling  CNAs 

If  an  Air  Force  contractor  requests  new  IPE,  the  Air  Force  element 
responsible  for  the  end  item  procurement  determines  whether  the  contractor 
is  entitled  to  the  IPE.  If  he  is,  the  contracting  element  permits  the 
contractor  to  buy  the  IPE  for  the  account  of  the  Government.  Occasionally, 
a  program  manager  may  determine  that  the  item  is  a  military  supply  item 
and  procurement  is  made  by  the  cognizant  ICP. 

AMAs  purchase  IPE  for  military- industrial  use  regardless  of  whether 
the  item  is  a  federally  stock  numbered  item  or  managed  under  a  locally 
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assigned  stock  number.  Military  user  needs  are  purchased  by  the  cognizant 
AMA.  R&D  activity  requirements  are  procured  by  the  local  bases. 

Navy  Systems  for  Controlling  CNAs 

Navy  contractor  requirements  for  IPE  are  procured  by  the  Naval 
Air  Engineering  Office  (nAEO)  Philadelphia,  Fh.,  and  the  Navy  Purchasing 
Office  (NFO),  Washington,  D.  C.  Contractor  R&D  requirements  for  IPE  are 
procured  directly  by  the  R&D  contractor. 

Purchases  of  IPE  for  noncontraotor  use  of  $2500  or  more  are  made  by 
area  Navy  Purchasing  Offices,  If  the  IPE  costs  $2500  or  more  and  is  a 
military  supply  item  the  item  is  purchased  by  the  cognizant  ICP.  Purchase 
of  IH3  costing  loss  the  $2500  is  accomplished  through  local  procurement. 

The  Naval  Comptroller's  Manual  (Ref  17,  para  O36I+O3)  exempts  IPE  required 
for  installation  on  new  ships  under  construction  and  equipment  tliat  is 
specialized  for  the  exclusive  use  aboard  ships,  but  requires  that  a  CNA  be 
obtained  prior  to  the  initiation  of  other  purchase  actions  for  IPE. 

Within  the  broad  framework  outlined  above,  the  Navy  relies  on  the 
individual  system  commands  within  the  Naval  Material  Command  (NAVMATCCM) 
to  develop  and  implement  their  own  procedures  for  requisition  processing 
and  procurement.  Procedures  of  three  of  NAVMATCOM's  systems  commando  are 
described  below. 

Naval  Air  Systems  Command  (NAVAIRSYSC0M)  installations,  l.e.,  princi¬ 
pally  the  Naval  Air  Rework  Facilities  (NARFs),  screen  Dl'PEC  with  a  DD 
Form  1419  requisition,  or  equivalent,  for  available  IPE.  Equipment  offered 
by  DIFEC  is  Inspected  by  the  NARFs.  Acceptances  or  rejections  are  reviewed 
by  HQ  NAVAIRSYSC0M,  Assistant  Commander  for  Logistics/Fleet  Support  Shore 
Installations  Division  who  may  override  NARF  acceptances  or  rejections, 
and  forwards  notices  of  IPE  acceptance  or  rejection  to  DIPEC.  CNAs  issued 
by  DIPEC  are  sent  directly  to  the  NARFs.  Equipment  costing  less  than 
$2500  is  procured  by  Base  Supply.  Equipment  costing  $2500  or  more  is 
procured  by  the  regional  Navy  purchasing  office  with  direct  shipment  of  the 
item  to  the  NARF. 

Naval  Ship  Systems  Command  (NAVSHIPSYSCCM)  field  installations,  princi¬ 
pally  the  shipyards,  prepare  a  DD  Form  1419  requistion,  which  is  sent  to 
the  Deputy  Director  for  Shipyards  Modernization/Director  for  Navy  Facilities 
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and  Equipment,  Technical  Director,  Plant  Equipment  Management  Division. 

This  division  prepares  shipping  datR  and  obtains  funding.  The  oitation  of 
funding  is  made  by  the  Financial  and  Budget  Management  Staff  on  the  i)D 
Form  1419  who  screen  DIPEC  for  item  availability.  DIPEC  offers  of  IT® 
are  reviewed  by  the  Plant  Equipment  Management  Division.  GNAs  are  sent 
to  the  Plant  Equipment  Support  Office,  Annapolis,  Md. ,  for  centralized 
screening  of  or  preparation  of  equipment  specifications  preparatory  to 
procurement  of  I PE. 

Within  the  Naval  Ordnance  Systems  Command  (HAVORDSYSCGM),  contractor 
requisitions  for  IPE  are  sent  to  HQ  NAVORDSYSCOM  for  approval  ana  Bub- 
sequent  screening  through  DIPEC.  DXPEC's  CNAs  are  3ent  to  the  Naval  Ordnance 
Industrial  Systems  Division  (NOISD),  Crane,  Ind.  IIS  costing  $2500  or 
more  are  procured  by  NOISD  and  direct  shipped  to  the  requester.  IEE  under 
$2500  are  procured  locally.  IPE  requisitions  from  OOGOs  and  field  instal¬ 
lations  are  sent  directly  to  NOISD  for  processing.  IH3  procured  without 
requisitioning  DIPEC  are  identified  by  NOISD  personnel  during  annual  plant 
surveys  when  DIPEC-controllcd  items  (i.e.,  accounted  for  by  a  DD  Form  1342, 
IPE  Property  Record)  are  matched  against  a  transaction  .register  for  all 
IPE.  When  a  mismatch  of  the  plants'  transaction  register  and  IPE  inventory 
records  occur,  the  source  of  acquisition  for  the  item  is  questioned.  By 
use  of  the  $2500  limit  for  local  or  centra]  purchasing  and  use  of  the  survey 
team  the  NAVORDSYSCOM  utilizes  a  concept  of  centralized  control  rather  than 
centralized  procurement  of  IEE. 

Evaluation 

The  Navy's  system  may  be  characterised  by  the  following.  It  frag¬ 
ments  responsibility  for  IH3  acquisition  among  its  systems  commands  each 
of  which  appears  to  have  a  different  procedure.  Contractor  requests  for 
IPE  are  generally  sent  to  the  Naval  system  command  headquarters  for  approval. 
Centralized  procurement  of  IPE  for  internal  Navy  utilization  Is  applicable 
where  item  acquisition  cost  is  in  excess  of  $2500. 

The  Army  also  delegates  authority  for  IPE,  to  its  commodity  commands, 
the  equivalent  of  the  Navy's  systems  commands. 

Both  Army  and  Navy  make  use  of  their  ICPs  for  procurement  of  IPE 
items  that  are  part  of  the  supply  system.  The  Army  uses  the  AC0  to  approve 
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the  contractor’s  proposed  purchase  of  IFE  to  determine  whether  it  is 
contractually  authorized  rather  than  use  headquarters  elements.  The 
ACO  obtains  the  CNA  from  DIFEC.  The  Amy's  major  subordinate  command  (PCO 
and  Industrial  equipment  specialists)  reviews  the  DD  1419  requisition  for 
the  IBS.  However,  the  Army  does  not  use  a  $2500  criterion  to  determine 
local  or  centralized  purchase,  lype  of  funding  (e.g.,  FEMA  Production 
Ba«e  Support  Program  funds)  and  economy  of  purchase  (volume  or  geogra¬ 
phy)  are  the  criteria  for  the  Army's  use  of  local  purchase. 

PROPOSED  S'/STEM  CHANGES 

Improvements  for  the  control  of  contractor  purchase  of  IFE  are 
suggested  for  implementation  at  ths  contractor,  property  administration, 
major  subordinate  command,  and  HQ  AMC  levels.  For  Army  purchase  of 
IFE,  concrols  are  suggested  at  the  installation  equipment  manager,  NICP 
item  manager,  procurement  office,  major  subordinate  command,  and  HQ 
AMC  levels. 

Proposed  System  Changes  for  Contractor  Purchase  of  IPE 

The  proposed  system  changes  for  control  of  contractor  purchase  of  IIE 
without  first  requisitioning  DIFEC  and  obtaining  a  CNA  is  shown  in  Fig.  20. 
The  study  team  proposes  four  changes.  They  are  indicated  in  the  heavily 
outlined  boxes  in  the  figure.  The  boxes  signifying  changes  have  been 
numbered  to  agree  with  the  sequence  in  which  they  are  discussed  below. 

ASFR  (Ref  14,  para  301g)  currently  provides  the  only  existing 
control,  the  areas  outlined  by  the  dotted  line,  in  which  the  ACO  obtains 
a  CNA.  However,  this  provision  of  ASFR  has  been  violated  in  the  past 
with  no  assurance  that  it  will  not  be  violated  in  the  future.  Specific 
elements  being  proposed  for  change  have  been  underlined. 

The  first  proposed  control  is  an  expansion  of  AS1R,  Apps  B  and  C, 
"Control  of  Government  Property  in  Possession  of  Contractors,"  and  "Control 
of  Government  Property  in  Possession  of  Nonprofit  Research  and  Development 

1  Q 

Contractors."-  These  appendixes  set  forth  requirements  to  be  observed 
by  contractors  in  establishing  and  maintaining  control  over  property 
provided  them  by  the  Government.  There  is  at  present  no  requirement  for 
a  contractor  to  obtain  a  CNA  prior  to  the  purchase  of  TPE.  Sections  B- 
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and  C-306,  "Records  of  Plant  Equipment,"  should  be  expanded  to  include 
the  following! 

Prior  to  the  purchase  of  I EE  listed  in  13-312  by  the 
contractor,  the  contractor  muBt  obtain  authorization 
to  purchase  from  the  ACO.  ThiB  authorization  must 
include  citation  of  a  CNA  number  with  a  valid  date. 
l.e. .  a  date  Issb  than  90  days  old  at  the  time  pro¬ 
curement  action  is  initiated. 

The  second  suggestion  concerns  the  expansion  of  ASPR  Sup  3,  Annex  I, 
System  Survey,  Category  3,  Records.^  There  is  no  provision  for  the 
examination  of  CNAs.  The  Functional  Area  "Receipt  and  Ibsus  File" 
should  be  expanded  to  include: 

"CNA  lias  been  obtained  before  purchase  of  IPE" 

A  third  and  related  suggestion  is  to  have  major  subordinate  commands 
instruct  Army  ACC^s  at  Army  contractor  plants  to  require  a  100  percent 
inspection  of  all  production  equipment  procurements  over  $25,000  rather 
than  use  the  sampling  technique  specified  under  ASPR  Supplement  3.  The 
additional  number  of  items  inspected  will  be  small  but  should  account  for 
the  bulk  of  the  dollar  value  of  newly  procured  IEE.  The  100  percent 
sample  should  be  inspected  not  only  for  the  presence  of  a  valid  CNA  having 
been  obtained  before  procurement,  but  to  determine  whether  equipment 
costing  $25,000  or  more  has  been  identified  as  IPE, 

The  fourth  suggestion  requires  that  DIPEC  edit  DP  Form  1342  POD 
.Property , Record .  data  element  22  for  the  omission  or  presence  of  an  invalid 
.CN/Lfor  newlv  purcha.aed^,and_reported__IPE.  A.. 

.tors  who  .pur, ■abase  Tilths  it a.  CM.-atauIsL as  at-,  to.  the.  Kg  .a.t-thg-iaaJfir 

subordinate  coinim-md  and  ACO.  The  ACO  would  take  corrective  action  as 
required.  This  report  should  contain  the  purchasing  contractor,  administering 
office,  IPE  identification,  location,  major  subordinate  command,  and  an 
indication  of  whether  a  CNA  omission  or  invalid  date  or  the  wrong  CNA 
number  is  involved.  DSAM  4215.1.  para  90101.^  should  expand  DIFEC's 
responsibilities  to  prepare  tills  report.  The  PCO  would  use  this  report 
as  evidence  of  poor  administration  at  the  ACO  level  since  the  ACO  is  required 
to  obtain  a  CM  before  contractor  purchase  of  IPE. 

Proposed  System  Changes  for  Army  Purchase  of  IPE 

Proposed  system  changes  for  the  control  of  Army  procurement  of  IPE 

64 


are  shown  in  Pig.  21.  This  figure  is  essentially  the  same  as  that 
illustrated  in  the  current  system  Fig.  19  with  modifications:  for 
recommended  improvements  noted  in  the  heavily  outlined  boxes.  These 
boxeB  have  been  numbered  to  conform  to  the  sequence  in  which  they  are 
discussed  below. 


The  first  suggestion  is  the  expansion  of  the  Installation  equipment 
manager’s  functions  under  AMCR  700-6^,  Equipment  Management  Program 
(Ref  19,  para  5-f).  to  ensure  that  DIPEC  is  screened  for  available  IPE 
assets  and  that  a  valid  CM  is  obtained  prior  to  initiating  local  pro¬ 
curement  or  requisitioning  the  NICP  for  supply  or  procurement.  The 
installation  equipment  manager  must  assure  that  a  CM  with  an  unexpirod 
CM  date  iB  attached  to  the  DD  Form  13^8  exception  requisition  issued  to 
the  NICP  or  the  procurement  request  sent  to  the  installation  procurement 
e lement .  AMCR  700-6U  (nef  19,  para  5-f).  should  also  cite  Apps  1A,  B, 
and  C  of  AR  700-^8^  for  the  identification  of  IRE, 

The  second  recommendation  requires  that  the  NICP  Item  manager  redact 
and  return  IPR  requisitions  lacking  a  valid  CNA  attached  or  CNA  citation. 

AR  725-5Q  (Rcf  Para  3“30)  should  be  modified  to  Include  the  rejection 
and  return  of  IRE  requisitions  without  a  valid  CNA  or  CNA  date.  Appendixes 
1  A,  B,  and  C  of  AR  TOO-^-*-  should  be  referenced  for  IFE  identification. 

A  directive  can  be  used  for  effecting  temporary  implementation. 

The  third  suggestion  requires  that  AR  711-l6»  "DSU  Installation  Stock 
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Control  and  Supply  Procedures,"  Chap.  8,  para  8-3,  "Local  Purchase , '  be 
changed  to  include  the  rejection  and  return  of  IPE  purchase  requests  without 
a  CNA  with  unexpired  date.  Appendixes  I  A,  H,  and  C  of  AR  700-43^  should 
also  be  referenced  for  identification  of  IPE. 

The  fourth  suggestion  provides  for  DTFEC  editing  of  data  element  22 
ol*  the  DD  Form  1342,  POD  Property  Record.  The  editing  would  determine 
the  omission,  or  citation,  of  an  invalid  CNA  (number  or  oxpirod  date). 

DIFEC  would  incorporate  the  results  of  this  editing  into  a  quarterly  report 
of  AMC  acitivities  that  procure  without  valid  CNAg.  Negative  reporting 
would  be  included.  This  report,  would  be  sent  to  HQ.  AMC  and  the  applicable 
major  subordinate  commands  to  ulert  them  of  violators.  The  report  would 
contain  the  IPE  identification,  location,  major  subordinate  command,  CM 
omission  or  invalid  CM  number  or  date.  HQ  AMC  and/or  the  major 


subordinate  command  would  contact  the no  activities  for  Justification 
of  the  violation  and  an  indication  of  what  measures  have  been  taken  to 
correct  the  deficiency  as  well  as  to  prevent  its  recurrence. 

The  fifth  suggestion  concerns  the  expansion  of  the. Command  Supply 
Discipline  Program,  Chap.  2,  Sec  2,  AR  710-1.^  This  program  has  a 
checklist  for  oxaminlng  the  command's  supply  system.  It  is  suggested  that 
requisitions  for  IPE,  as  identified  in  Apps  3A,  B,  and  C  AR  700-43, 
be  examined  for  validity  of  the  CNA  date,  i.e.,  less  than  90  days  old. 

A  sixth  suggestion  is  to  expand  the  Command  Equipment  Management 
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Program  Review,  AMOR  700-xx,  to  require  a  100  percent  inspection  of  all 
industrial  equipment  procured  for  te5.0Q0  or  more.  This  Inspection  will 
cover  determination  of  proper  IFF  identification  and  obtaining  an  unexpired 
CNA  prior  to  procurement. 


SUMMARY 

The  Array  and  itn  contractors  have  been  repeatedly  criticized  for 
procurement  of  IPE  without  screening  DIPKC  and  obtaining  a  CM.  This 
type  violation  of  ASER  is  easily  detected  by  the  auditing  agencies  and  is 
considered  by  thorn  to  be  serious.  They  note  that  it  not  only  affects 
DIPEC's  mission  of  intru-  and  inter-service  reutilization  of  IPE,  but  costs 
the  Government  millions  of  dollars  for  the  needless  procurement  of  IPE 
already  available.  A  series  of  checks  and  balances  have  been  proposed 
by  the  study  group  to  eliminate  or  reduce  contractor  and  Army  purchase 
of  IPE  without  a  valid  CM.  In  the  contractor  area  the  contractor,  property 
administrator,  AGO,  and  PCO  have  been  given  additional  responsibility  for 
controlling  the  acquisition  of  IPE  without  a  CM.  To  reduce  Array  violations 
in  this  area,  additional  responsibilities  have  been  given  to  the  installation 
equipment  manager,  NICP  item  manager,  procurement  activities,  and  HQ  AMO, 
These  responsibilities  will  aid  the  Army  and  contractors  in  identifying 
IPE  prior  to  procurement  and  improve  the  requisitioning  supply  and  procure¬ 
ment  process  for  IPE.  A  summary  of  the  proposed  changes  is  shown  in 
Table  7. 
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SUM-&HT  OF  PROPOSED  SYSTEM  CHANGES  RELATING  TO  FAILURE  TO  SCREEN  DIFEC 
OR  IMPROPER  SCREENING  OF  DIP2C  PRICE  TO  PROCUREMENT  OF  HE 
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Chapter  4 

PROPOSED  RESOLUTION  OF  CRITICISMS  RELATING 
TO  PROPERTY  ACCOUNTABILITY 


NATURE  OF  PROBLEMS/ CRITICISMS  ^  ^ 

A  number  of  criticisms  have  b^en  made  of  the  Army  that  relate 
directly  or  indirectly  to  the  concept  of  property  accountability.  These 
criticisms  concern  property  accountability  in  contractor  operations  and 
property  accountability  in  Government-operated  facilities.  Some  specific 
criticisms  arc  indicated  below. 

Criticisms  Relating  to  Contractor-Operated  Facilities 

IPE  reported,  to  DIPEC  has  been  both  underreported  and  reported  late. 
Included  in  this  category  are  transactions  relating  to  initial  re per tine 
of  IPE  receipt,  transicr,  and  disposal. 

Deficient  practices  have  been  noted  in  the  manner  in  which  inventories 
of  equipment  have  been  conducted.  Examples  cited  in  this  connection 
included  the  individual  responsible  for  maintaining  the  property  account¬ 
ability  records  be  inn  placed  in  ^harge  of  the  conduct  yf  the  physical 
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inventorying  of  equipment,  and  lack  of  agreement  between  the  DIPEC  inventory 
for  cor.trac tor-held  equipment  and  the  quantity  in  his  possession  (e.g., 

IPE  cannot  be  located). 


Criticisms  Relating  |to  Ariiy -Ope rated  Facilities 

IPE  reported  to  DIPEC  has  been  underreported  and  reported  late.  The 
.rqrisactions  In  question  include  IPE  receipt,  transfer,  and  disposal. 

Some  reporting,  has  been  inuccurule  and  incomplete.  Inaccurate  reporting 
has  been  characterised  by  wrong,  possessor  codes  ( i ,  e . ,  u  code  signifying; 
n  specific  holder  r>]  IPE) ,  and  J.nabf  li  'y  of  ar.  activity  to  locate  IPE 
for  which  DIPEC  has  a  record. 
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CURRENT  SYSTEM  Aid  EVALUATION — ARM^f 

The  term  "property  accountability"  refers  to  the  fact  that  holders 
of  Government  property  are  held  accountable' for  both  the  number  of  items 
in  the  inventory  as  well  as  the  dollar  value  of  the  inventory.  The  execution 
of  this  accountability  revolves  primarily  around\  a  system  of  records 
keeping.  The  quality  of  performance  for  property  accountability  responsi¬ 
bilities  is  largely  a  function  of  the  orderliness  and  completeness  of  the 
\  records  in  question,  and,  most  importantly,  the  degree  to  which  these 
records  accurately  reflect  the  status  of  the  equipment  inventory. 

Current  Contractor  System  for  IPE  Receipt,  Transfer,  and  Disposal  of  IPE 
The  current  system  for  contractor  property  accountability  for  IPE 
(Pig.  22)  begins  with  the  property  administrator's  approval  of  the  con¬ 
tractor's  property  control  system  (Ref  It,  para  302.?).  If  this  system 
is  approved  the  contractor  operates  within  the  parameters  of  the  prescribed 
property  control  system.  II  it  is  not  approved  the  property  administrator 
advises  the  contractor  of  system  deficiencies  and  monitors  the  contractor 
to  assure  that  the  system  deficiencies  are  corrected.  The  contractor 
establishes  records  and  accountability  for  Government-furnished  property 
according  to  ASPR  requirements  in  affect  at  the  date  of  the  contract 
(Ref  18,  para  301).  IPE  is  ulso  identified  according  to  the  applicable 
sections  of  the  regulations  (Ref  18,  paras  ,j0 6,  404).  The  reporting  of 
IPE,  i.e.,  receipt  and  acceptance,  major  changes,  IPE  no  longer  required 
for  the  purpose  provided,  and  the  completion  of  disposal,  is  accomplished 
on  DD  P’orm  1342  within  10  days  after  these  events  and  is  forwarded  through 
the  prope tty  administrator  to  DIPEC  (Ref  13,  para  306.1).  The  contractor 
retains  the  original  of  each  DP  Form  1342.  It  may  oc  used  us  the  official 
property  record.  The  property  administrator  reviews  the  DD  Eo mi  1342, 
completes  Sec  V  validating  the  property  record,  and  forwards  it  to  DIPEC. 
DIPEC  edits  the  DD  Form  1342  for  completeness  and  completes  the  DD  Form 

1342  where  known  data  are  missing  (e.g.,  model  numbers).  When  DD  Eon 
1 

1342s  do  not  pass  the  DIPEC  completeness  edit  the  DD  Eorm  1342  is  returned 
ti.  the  property  administrator  for  additional  data.  DD  Form  1342s  that 
pass  the  completeness  edit  are  entered  into  the  DIPEC  inventory  data  bunk. 

When  IPE  is  no  longer  required  fur  the  purpose  authorised  or  provided 
it  must  be  declared  idle.  A  DD  Form  1342  noting  its  idle  status  is 

70 


MAC 


DIPEC  updates  inventory  data  bank 
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prepared  by  the  contractor  and  forwarded  to  DIPEC  through  Lhe  property 
administrator.  DIPEC  screens  its  requisition  file  for  requisitions  for 
the  IPE.  If  a  requisition  exists  for  the  IPE,  DIPEC  issues  a  DD  Form  1149, 
"Requisition  and  Invoice/Shipping  Document,"  for  shipment  by  the  holding 
contractor  to  the  requisltioner.  Within  2  days  after  accomplishment  of 
shipment  the  DD  Form  1149  should  be  completed,  the  bill  of  lading  number 
referenced,  and  the  DD  Form  114-9  forwarded  to  DIPEC. 

When  disposition  of  idle  equipment  is  other  than  shipment  to  a 
requisitioner  or  storage  DIPEC  provides  the  plant  clearance  officer  with 
disposition  advice  by  letter  (Ref  l4,  para  20601).  The  plant  clearance 
officer  establishes  an  automatic  release  date  of  75  days  with  the  9°th 
day  as  the  screening  completion  date.  During  this  period  the  Army  has 
the  first  30  days  priority  for  the  IPE.  Screening  for  Federal  agencies 
(non-DOD)  by  GSA  occurs  between  31  and  75  days.  Between  7 6  and  SO  days 
the  Department  of  Health,  Education  and  Welfare  (HEW)  screens  to  fill  non- 
Federal  requests  for  the  IPE.  Where  other  agencies  have  a  request  HEW 
simultaneously  issues  a  shipping  notice  to  DIPEC  and  to  the  plant  clearance 
officer  who  ships  the  item  to  the  agency.  If  the  plant  clearance  officer 
is  not  notified  by  DIPEC,  General  Services  Administration  (GSA),  or  HEW 
■within  90  days  he  initiates  disposal  action,  i.e.,  3ale.  After  the  sale 
is  completed  the  contractor  prepares  the  DD  Form  1342  and  submits  it  to 
DIPEC  through  the  property  administrator  (Ref  18,  para  306.1). 

Physical  inventory  of  Government-furnished  industrial  equipment  is 
required  annually.  The  inventory  consists  of  sighting,  tagging  or  marking, 
describing,  recording,  and  reporting  the  property  concerned  and  reconciling 
the  property  recorded  and  reported  with  the  property  records  (Ref  lQ,  para 
501).  During  the  duration  of  the  contract  the  property  administrator 
evaluates  the  contractor's  receipt,  transfer,  and  disposal  of  Gcvemment- 
furnished  equipment  in  his  annual  system  survey  (Ref  15,  para  402). 

Current  Army  System  for  IPE  Receipt,  Transfer,  and  Disposal 

The  Artty's  system  for  IPE  receipt,  transfer,  and  disposal  is  shown 
in  Fig.  23,  A  regulation  (Ref  14,  Apps  LA,  IB,  and  1C)  provides  for  the 
identification  of  IPE  and  type  of  IPE  not  reportable  to  DIPEC  (Ref  14, 
para  20102.3).  Requirements  for  reporting  initial  receiptr— 30  days 
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Fig.  23 — Army  Receipt,  Transfer,  and 


(Ref  14- ,  para  20201),  idle  declaration — 10  days  (Ref  14,  para  2O5OI), 

transfer— 2  days  (Ref  14,  App  2 6),  and  disposal  are  specified  in  the 

2 ? 

regulation.  The  defense  disposal  manual  J  Is  used  for  equipment  disposal. 

Neither  the  regulation  nor  manual,  however,  specify  the  time  required  to 

report  disposal.  The  functions  of  AMC  installation  equipment  managers 

who  are  responsible  for  industrial  equipment  at  Army  installations  are 

2k 

specified  in  an  AMC  regulation  .  They  assure  that  equipment  is  properly 

authorized,  inspected,  and  identified  on  the  property  book. 

On  receipt  of  newly  acquired  IEE,  a  DD  Form  1342,  DOD  Property  Record, 

is  forwarded  to  DIFECj  however,  mechanized  reporting  is  also  accepted. 

DIPEC  reviews  the  DD  Form  1342  for  completeness.  Forms  with  incomplete 

data  are  returned  to  the  sender,  others  are  entered  into  DIPEC' s  IPE 

inventory  data  bank.  Changes  to  IPE  (e.g.,  status,  location,  ID  number, 

administering  office,  etc)  are  reported  on  the  DD  Form  1342.  A  recent 
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change  in  AMC  regulations  requires  that  idle  IPE  be  reported  on  a  DD 
Form  1342  with  a  4D  status  code  to  assure  the  Army  hold-priority  for 
30  days.  The  DD  Form  1342  is  sent  simultaneously  to  DIPEC  and  the  US 
Army  ISA  at  Rock  Island,  Ill.  During  this  time  ISA  publishes  a  list  of 
Army  idle/cxceoo  operating  equipment  available  for  redistribution.  ISA 
screens  idle/excess  IPE  against  AMC  need-to-buy  or  authorized  requirements, 
coordinates  the  available  items  with  the  requiring  major  subordinate 
command/installation,  or  activity,  as  applicable,  and  furnishes  shipping 
instructions  to  DIPEC  within  30  days  from  the  date  of  the  idle/excess 
report.  Prior  to  effecting  intra-Anny  movement  of  IPE  to  distant  locations 
the  requesting  or  directing  agency  makes  inquiry  to  DIPEC  to  determine  if 
a  suitable  or  later  model  is  available  from  DIPEC  at  a  closer  location. 

The  purpose  of  this  action  is  to  reduce  transportation  coots  and  acquire 
□ore  modern  equipment  when  available. 

DIPEC  issues  either  shipping  instructions  (DD  Form  1149)  or  a  letter 
with  disposition  instruction  to  the  Arny  installations  for  transfer  or 
disposition  of  the  idle  IPE.  The  administering  activity  complies  with 
the  shipping  advice  codes  shown  on  the  DD  Form  1149  end  forwards  two 
copies  of  the  completed  DD  Form  1149  stamped  "Notification  of  Shipment" 
to  DIPEC  within  2  days  after  the  equipment  is  shipped.  Essential  date  3uch 
as  the  bill  of  lading  number  and  method  and  date  of  shipment  is  included 
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on  the  DD  Fov’m  1149  (Ref  14,  App  2C).  DIPEC  maintains  a  computer  printout 

"RCS-026,"  which  lists  DD  Form  U49s  with  past-due  dates  for  follow-up  on 

IPE  transferred  from  use  to  storage.  No  auch  list  exists  for  uaer-to-user 

transfer  of  IPE.  DIPEC  uses  the  DD  Form  114-9  to  manually  follow  up  on 

shipments.  Priority  needs  are  followed  up  every  7  days.  Nonpriority  needs 

are  followed  up  in  I'j  days  and  every  7  days  thereafter. 

For  disposal  the  installation  equipment  manager  prepares  a  DA  Form 

3l6l,  Request  for  Issue/ Turn- In,  to  turn  idle  IPE  over  to  the  accountable 

property  officer,  who  in  turn  gives  it  to  the  PDO  on  receipt  of  a  letter 

of  advice  for  IPE  disposal  from  DIPEC.  Two  copies  of  the  DD  Form  1342 

ancl  one  copy  of  the  DIPEC  letter  with  turn-in  documents  are  given  to  the 

PDO.  Final  disposal  data  are  reported  by  means  of  the  DD  Form  1342  by 

23 

the  PDO  in  accordance  with  the  defence  disposal  manual.  DIPEC  develops 

a  semiannual  printout  (31  March  and  30  September)  called  "SS  l8A  Status 

Code  J  Items  1J0  Days  Beyond  ARD"  to  follow-up  on  unreported  IPE  that 

is  170  days  beyond  the  automatic  release  date. 

The  installation  equipment  manager  is  responsible  for  maintaining 

a  complete  and  current  inventory  of  industrial  equipment  (Ref  18,  paras  5> 

6).  According  to  AR  T39-3l3  (Ref  25,  paras  2-8),  an  annual  reconciliation 

between  the  property  book  and  hand  receipts  for  the  IPE  is  required. 

aR  711-16  (Ref  21,  para  12-lc)  requires  an  annual  Inventory  of  installation 

equipment.  The  DIPEC  report,  RCS  SF-38,  "Arny  IPE  by  Administering 
26 

Office,"  is  sent  to  administering  offices.  It  could  aid  in  IPE  Inventory 
reconciliation. 

Evaluation  of  Current  System 

Defects  in  the  Contractor  System.  Deficiencies  in  the  present 
contractor/DCAS  system  for  IPE  property  accountability  arc: 

There  is  a  conflict  between  ASPR  and  DSAM  421‘j.l^  In  the  timeliness 
for  reporting  disposal.  A3PR,  Apps  B  and  C  (Ref  18,  para  306.1), 
requires  reporting  of  disposal  by  meanG  of  the  DD  Form  134?  within  10 
days  through  the  property  administrator.  DSAM  4215.1  (Ref  14,  para  20601.2) 
requires  reporting  within  lb  days  by  the  plant  cJ.earance  officer. 

The  property  administrator's  annual  system  survey  docs  not  specifically 
require  reviewing  the  timeliness  of  IPE  receipt,  transfer,  and  dispoaul 
reporting. 
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ASPR  does  not  require  IRE  specifically  to  be  inventoried. 

DIPEC' s  list  of  contractor  IPE  holdings  is  provided  to  the  ACO  only 
on  request.  If  not  requested  DIPEC  does  not  furnish  this  list.  The  list 
could  be  used  to  reconcile  contractor  holdings  with  DIPEC  reported  holdings 
since  large  discrepancies  have  been  reported  in  auditing  agency  findings. 

No  reconciliation  is  required  between  DIPEC  reported  IPE  holdings 
for  the  contractor  and  the  contractor's  actual  holdings  or  property 
records. 

DIPEC  does  not  inform  the  procuring  contracting  office  of  contractor 
violations  in  the  reporting  of  IPE  receipt,  transfer,  and  disposal. 

The  plant  clearance  officer  is  not  responsible  for  assuring  that  the 
notice  of  transfer  (DD  Form  1149)  or  disposal  (DD  Form  1342)  is  sent  to 
DIPEC  in  a  timely  manner. 

Defects  In  Present  Arcy  System.  Defects  in  the  Arny  system  are: 

No  specific  office  is  responsible  for  assuring  conformance  to  DIPEC 
reporting  requirements  for  IPE  receipt  or  transfer. 

?1l 

AMCR  755-9"  does  not  provide  for  notifying  DIPEC  of  the  accomplish¬ 
ment  of  IPE  transfer. 

DIPEC  does  not  inform  Arny  installations  of  nonreporting  of  IPE 
receipt. 

DIPEC' s  system  for  following  through  on  Arny  reporting  IPE  receipt, 
transfer,  and  disposal  lias  not  been  effective  for  preventing  violations 
in  these  functional  activities. 

The  use  of  the  possessor  code  in  DIPEC's  SP-38,  "Arny  Holdings  of 
IPE,"^  does  not  enable  the  Army  to  locate  or  identify  IPE  by  actual 
holder. 

26  23 

Neither  the  DIPEC  Manual  nor  the  Defense  Disposal  Manual 

specifies  a  time  requirement  for  the  reporting  of  IPE  disposal  by  property 
disposal  officers. 

CURRENT  AIR  FORCE/NAVY  SYSTEMS  AND  EVALUATION 

Since  all  three  services  ure  governed  by  AGPR,  the  system  described 
in  Fig.  23  for  Army  contractors  also  applies  to  the  Air  Force  and  Navy. 
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Air  For'.: a 

AFM  67-I  (Ref  2rf,  p  18-8)  describes  the  procedure  by  which  the  Al  ,■ 

1  I 

Force  conforms  in  part  to  the  reporting  requirements  of  DSAM  421'j.J.. 

The  requisitioning  activity  at  the  Base  Equipment  Management  Office  (BEMO) 
is  instructed  to  submit  requisitions  for  IPE  to  DIPEC  only  for  the 
relatively  small  number  of  IPE  that  are  managed  through  the  military 
supply  system  and  were  turned  over  to  DIPEC  in  August  19 69  l'or  central 
storage  and  distribution  management.  For  the  bulk  of  the  Air  Force's  IPE, 
the  BEMO  requisitions  against  the  military  supply  system.  The  AMA 
commodity  manuger  effects  screening  of  requisitions,  approves  distribution, 
and  decides  whether  to  requisition  DIPEC  if  an  item  is  not  available. 

Similarly,  items  that  are  excess  at  the  BEMO  level  are  reported  to 
the  AMA  commodity  manager  who  is  responsible  for  redistribution  decisions. 
In  the  event  that  an  item  of  IPE  Is  excess  to  Air  Force  needs,  the  item 
is  reported  to  (a)  DIPEC  if  that  activity  has  storage  and  distribution 
management  responsibility  for  the  item,  or  (b)  the  Defense  Logistics 
Support  Center  if  it  is  an  item  of  IPE  over  which  DIPEC  does  not  have 
storage  and  distribution  management  responsibility. 

Navy 

•1  rj 

This  NAVCOMPMAN  contains  a  section  dealing  specifically  with  IPE 
reporting  requirements.  Although  the  routing  may  vary  somewhat  from 
systems  command  to  systems  command,  the  following  rules  apply: 

(a)  All  reports  for  requisitioning  IPE  or  acknowledging  are  sent  to 
DIPEC  through  the  fiscal  office  of  the  Naval  activity  performing  plnnt 
property  accounting  for  the  activity  using  the  property.  Acknowledgment 
to  DIPEC  of  receipt  is  not  required  if  DIPEC  issued  transfer  instructions 
for  the  items.  No  time  limit  in  specified  for  acknowledging  receipt. 

(b)  When  instructions  are  received  from  DIPEC  to  store  on  item  that 
has  been  reported  as  idle,  property  accountability  is  transferred  to 
DIPEC. 

(c)  When  Instructions  are  received  from  DIPEC  to  transfer  or  dispose 
of  an  item,  the  Naval  activity  piepares  and  shirs  the  item,  clears  its 
property  accountability  records,  and  within  2  days  after  shipment  of  the 
item  notifies  DIPEC.  All  the  foregoing  transactions  are  cleared  through 
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the  fiscal  office  of  the  activity  performing  the  plant  property 
accountability  function. 

Evaluation 

Examination  of  the  Air  Force  system  revealed,  nothing  that  would  assist 
in  Uu:  solution  of  the  problems  being  addressed. 

Tii'1  N'vy  system  is  essentially  the  same  aB  the  present  Arny  system. 

Tin'  Navy,  like  the  Arny ,  has  been  faulted  both  in  the  past  and  present 
for  J'ldJ.u >.<■  i.o  eonfnm  to  DOD  (DIPEC)  reporting  requirements.  The  Navy 
b"H  been  crlt.i  ".i.wd  recently  for  inability  to  locate  IPE,  conflictine 
regulations  regarding  reportability  of  IPE,  and  late  reporting  of  IPE 
receipt  (lioi'  28,  pp  32-4l). 

PROPOSED  SYSTEM  CHANCES 

Proposed  System  Changes  for  Contractor  Reporting  IPE  Receipt,  Transfer, 
and  Disposal 

The  proposed  system  changes  for  contractor  receipt,  transfer,  and 

disposal  of  IPE  provide  that  (l)  the  property  administrator’s  system 

survey  will  review  the  timeliness  of  contractor  actions  for  IPE  receipt, 

transfer,  and  disposal  reporting  and  that  contractor  violations  ;!.  '  these 

areas  will  be  reported  to  the  PCO;  ( [2 )  the  plant  clearance  officer  will 

assure  timely  reporting  of  transfers  and  disposition  to  DIPEC;  (3)  DIPEC 

will  provide  the  FCO  with  the  names  and  addresses  of  contractors  and 

administering  contract  offices  of  contractors  who  do  not  provide  timely 

reporting  of  IPE  receipt,  transfer,  and  disposition;  and  (4)  DIPEC  will 

perform  inventories  to  assure  the  accuracy  of  their  own  records.  Figure 

24  illustrates  the  proposed  system  changes.  The  changes  are  numbered  in 

order  to  conform  to  the  sequence  in  which  they  are  discussed  below.  The 

underlined  portions  indicate  a  change  or  addition  to  a  regulation. 

15 

1.  Expand  ASPR,  Sup  3,  Annex  I,  Category  2a,  Receiving,  to 
include  characteristic  (7): 

(7)  DD  Form  1342  sent  to  property  administrator  for  submission 
to  DIPEC  within  10  days  after  receipt  of  IPE  purchase  for  Government. 
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DIPEC  updates  inventory  data  bank 


Property  administrator* 5  annual  system  survey 


2.  Expand  ASPR,  Sup  3,  Annex  I,  Category  4b,  Storage  and  tfovement, 

15 

Functional  area  (internal  and  'external  movements),  to  include 
characteristic  (4): 

(4)  DP  Form  1149  with  bill  of  lading  number  submitted  to 
PIPEC  2  days  after  shipment. 

15 

3.  Expand  ASPR,  Sup  3,  Annex  I,  Category  10b,  "Disposition"  to 
include  characteristic  (6): 

(6)  DP  Form  1342  given  to  property  administrator  for 
submission  to  PIPEC  within  15  working  days  after  disposition. 

4.  Expand  ASPR  (Ref  13,  Sec  24),  "Disposition  of  Personal  Property 
in  Possession  of  Contractors,"  Part  2, 

(k)  The  plant  clearance  officer  shall  assure  that  the 
contractor  prepares  a  DP  Form  1342  within  15  working  days 
after  IPE  donation,  sale,  destruction,  or  abandonment  and 
that  Section  V  of  DP  Form  1342  is  completed  and  the  DP  Form 
1342  sent  to  PIPEC  within  15  working  days  after  the  donation, 
sale,  destruction  or  abandonment  or  that  a  DP  Form  1149  is 
sent  to  PIPEC  as  evidence  of  IPE  transfer. 

5.  change  DSAM  4215.1,  para  20601.2,1  to  read: 

Final  disposal  of  IPE  in  the  possesion  of  Defense  contractors 
by  donation,  sale,  abandonment,  or  destruction  will  be 
reported  to  DIFEC  by  the  PCO  in  accordance  with  ASPR  within 
15  working  days  after  POD  release  of  title  or  ownership. 

6.  Add  para  201021. f  to  DSAM  4215. 111+  to  read: 

PIPEC  will  provide  defense  contractor  administering  contract 
offices  with  a  semiannual  list  of  contractor  IPE  holdings 
for  use  in  the  contractor's  annual  physical  Inventory. 

7.  Change  DSAM  4215.1,  para  20102. lb, ^  to  read: 

Maintain  a  central  item  inventory  record  for  all  IPE  held 
by  POD  components  and  defense  contractors.  PIPEC  personnel 
will  systematically  conduct  physical  inventories  at  POD 
installations  and  contractor  operations  to  reconcile  PIPEC 
Inventory  records  with  the  records  of  POP  component  installations 
and  contractor  operations.  Any  discrepancies  Indicated  by  the 
PIPEC  Inventory  record  shall  be  reported  either  to  the  ACO 
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or  Installation  equipment  manager  for  appropriate  action. 

DIPEC  will  only  adjust  their  records  based  on  official 
findings  made  In  writing  by  the  AGO  or  equipment  manager. 

8.  Add  para  20201.5  to  D3AM  4215. I14  to  include: 

DIPEG  will  maintain  a  file  of  all  CNAs  issued  to  POD  component 
activities  and  defense  contractors.  Thin  file  will  be  queried 
each  month  to  determine  whether  a  PI)  Eorm  1342  has  been  received 
for  the  Initial  receipt  of  the  IPE  for  which  the  CNA  has  been 
issued.  Initiation  of  procurement  action  or  cancellation 
thereof  will  be  noted  by  DIPEG.  The  names  and  addresses  of 
POD  component  o,ctlvl.tles  will  be  cent  to  the  POD  component 
for  corrective  action  for  activities  not  submitting  on  Initial 
DP  Form  1342  90  days  after  Issuance  of  the  CNA  and  every  month 
thereafter.  The  names  and  addresses  of  defense  contractors 
will  be  sent  to  the  PCQ  and  AGO  for  contractors  from  whom  an 
Initial  DP  Form  1342  has  not  been  received  90  dnt'3  after 
Issuance  of  the  CNA  and  every  month  thereafter.  CNAs  for  IPE 
requiring  long  lead  time  will  be  reviewed  90  days  before  the 
the  promised  delivery  date  s.nd  each  month  thereafter. 

9.  Add  para  20401.3  to  DSAM  421%  1U: 

PIPEG  will  maintain  a  file  of  shipping  instructions  (DP  Form  11.49) 
and  will  automatically  query  the  shipper  each  7  days  until  the 
completed  DP  Form  11 49  is  received  at  DIPEC  acknowledging  IPE 
shipment.  The  names  and  addresses  of  POD  component  activities 
or  defense  contractors  not  acknowledging  shipment  2  days  after 
the  shipment  will  be  sent  to  the  POD  component  or  procurement 
contracting  office  and  AGO  for  corrective  action. 

10.  Add  para  20^01.4  to  DPAM  421‘j.I^  to  read: 

DIPEC  will  maintain  a  l’llc  for  required  IPE  disposition. 

The  file  will  be  queried  each  30  days  to  determine  whether 
a  completed  DP  Form  1342  has  been  received  acknowledging 
IPE  disposition.  The  names  and  addresses  ol  POD  component 
activities  not  reporting  disposition  90  duys  after  the 
automatic  release  date  (AHP)  and  eveiy  month  thereafter,  will 
be  sent  to  the  POD  component  lor  corrective  action.  The 
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names  and  addresses  of  defense  contractors  not  reporting 
disposition  90  days  after  the  ARP  and  every  month  thereafter 
will  be  sent  to  the  PCO  and  ACO  for  corrective  action. 

Proposed  System  Changes  for  Army  Receipt,  Transfer,  and  Disposal  of  IPE 

The  proposed,  system  changes  for  Army  receipt,  transfer  ar.d  disposal 
of  IPE  provide  that  (l)  the  installation  equipment  manager  will  assure 
timely  receipt  and  transfer  reporting,  (2)  the  applicable  regulation  will 
be  revised  to  provide  for  the  timely  notification  of  DIPEC  of  transfers, 

(3)  DIPEC  will  maintain  tickler  files  to  follow  through  on  the  timely 
reporting  of  IPE  receipt,  transfer,  and  disposal,  (4)  the  sections  for 
the  reporting  of  disposals  in  the  applicable  regulation  and  manual  will 
be  expanded  to  specify  p  time  requirement  for  reporting,  and  (5)  DIPEC 
will  produce  an  IPE  inventory  list  by  unit  identification  code  (UIC) 
instead  of  possessor  code  to  facilitate  location  of  IPE  at  Army  installations, 
Figure  25  illustrates  proposed  system  changes,  which  are  numbered  in  order 
to  conform  to  the  sequence  in  which  they  arc  discussed  below.  The  under¬ 
lined  portion  of  the  changes  discussed  below  ind-ratc  a  change  or  addition 
to  existing  regulations. 

1.  Expand  AMCR  YOO-64,  "Equipment  Management  Program  [Rnf  19, 
para.5f(T)]>  to  read: 

Assure  that  newly  acquired  IE  has  been  given  a  proper  acceptulic. 
inspection  prior  to  use  and  that  receipt  of  IPE!  lias  been  reported 
within  2  day 3  after  receipt  by  means  of  DP  Form  11 49 . 

2.  Change  AMCR  755-9>  "Disposal  of  Supplies  and  Equipment,  Redistri¬ 
bution  and  Acquisition  of  Excess  Installation  Equipment,"11'14'  as  follows: 

a.  Change  para  Cc 4  to  6C5- 

b.  Insert  a  new  para  6c4  to  read  as  follows: 

Not  later  than  2  days  after  shipment  of  IPE  forward  2  copies 
of  a  completed  DP  Form  1149  stamped  "Notification  of  Shipment" 
to  DIPEC,  ATTN:  DIPEC-fl.  Essential  data  ouch  as  bill  of  lading, 
number,  method,  and  date  of  shipment  must  be  included  on  the 
DP  Form  11 49. 

3.  Change  DSAM  4215.1,  paru  20601. 3, to  read: 

Final  disposal  data  for  IPE  in  the  possession  of  DOD  Components 
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DIP  EC  ufrdotes  inventory  do  to  bonk 


ig.  25—  Army  Receipt.  Transfer,  and  Disposal — Proposed  System  Changes 


will  be  reported  to  DIPEC  within  30  daya  after  disposal  by 
the  PDO  in  accordance  with  DOD  4l60.21  M,  Defense  Disposal 
Manual,  Part  2. 23 

4.  Expand  DOD  4160.21  M,  "Defense  Disposal  Manual,"  pt  2, 23  to 
include: 

The  property  disposal  officer  will  complete  Sec  V  of  DP  Form 
1342  and  submit  it  to  DIPEC  within  30  days  after  EPE  disposition. 
5»  Same  as  proposed  system  change  number  8  for  contractors. 

6.  Same  as  proposed  system  change  number  9  for  contractors. 

7«  Same  as  proposed  system  change  number  10  for  contractors. 

8.  Add  para  20102. If  to  DSAM  telS.l114'  to  read: 

DIPEC  will  provide  Army  activities  with  a  semiannual  list  of 
active  XPE  (RCS  SP-38).2b  This  list  will  identify  activities 
by  UIC  rather  than  possessor  code  and  be  used  to  facilitate 
IPE  location  and  reconcile  Inventory. 

9«  Same  as  proposed  system  change  number  7  for  contractors. 

10.  Expand  AMCK  700-xx,  "Command  Equipment  Management  Program 

op 

Review,"  to  include: 

a  100  percent  inspection  of  all  industrial  equipment  having 
an  acquisition  cost  of  $25jOOO  or  more  will  be  conducted  to 
determine  whether  IPE  has  been  properly  Identified. 

SUMMARY 

The  Arn ty  and  its  contractors  have  been  criticized  for  the  late  and/or 
nonreporting  of  IPE  receipt,  transfer,  and  disposal.  A  series  of 
improvements  have  teen  proposed  to  remedy  this  situation.  A  summary  of 
the  improvements  to  be  made  at  both  contractor  operations  and  Army- 
installations  Is  provided  in  Table  8. 
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Chapter  5 

PROPOSED  RESOLUTION  OF  CRITICISMS  RELATING 
TO  HE  UTILIZATION  AND  REPORTING  OF  IDLE  IPE 


NATURE  OF  PROBLEMS/ CRITICISMS 

The  Arny  has  been  criticized  for  having  procedures  that  fail  to 
assure  that  IPE  in  both  contractor-operated  and  Government-operated 
facilities  are  being  utilized  efficiently  and  effectively.  In  addition 
the  Arny  has  been  criticized  for  its  failure  to  report,  or  to  report 
promptly,  idle  IPE. 

With  respect  to  utilization  of  IPE,  specific  criticisms  include: 

(a)  Equipment  is  underutilized,  and  excess  equipment  has  not  been 
Identified. 

(b)  Economics  of  equipment  pooling  has  not  been  achieved. 

(c)  Surveillance  with  respect  to  equipment  utilization  has  been 
ineffective. 

(d)  Criteria  are  needed  to  ascertain  underutilization. 

Criticisms  indicating  failure  to  report  idle  equipment  are: 

(a)  Inactive  IPE  is  being  retained  in  lieu  of  reporting  it  as  excess. 

-(b)  Regulations  governing  idle  status  is  being  misinterpreted. 

(c)  Excess  IPE  has  remained  unreported  due  to  absence  of  meaningful, 
criteria  and  records  for  utilization. 

Because  of  the  close  interrelation  between  these  two  proble  m  areas 
they  have  been  reviewed  in  this  chapter  as  a  single  set  of  overlapping 
criticisms.  In  this  chapter  the  term  "idle  equipment"  excludes  IPE 
that  is  a  part  of  a  layaway  line,  l.e.,  mobilization  reserve  package. 

CURRENT  ARMY  SYSTEMS 


Contractor-Operated  Facilities  Utilizing  Government-Owned  IPE 


Contractor  requirements  related  to  utilization  of  Government -owned 
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IPE  are  governed  by  the  ASPR  (Ref  18,  App  B).  These  regulations  provi,de 
that,  as  a  minimum,  a  contractor  shall: 

(i)  establish  a  minimum  level  of  utilization  below  which 
an  analysis  of  need  shall  be  mode  and  retention 
Justified,  except  for  inactive  package  plants  and 
standby  lines.  The  utilization  level  may  be 
established  for  individual  items  or  families  of 
items  depending  on  circumstances  of  use; 

(ii)  provide  for  recording  authorized  and  actual  use 

consistent  with  the  utilization  levels  established 
under  (i)  above; 

(iii)  require  periodic  analyses  of  production  needs  for 
IPE  and  of  future  utilization  based  on  known 
requirements;  and 

(iv)  have  firm  provisions  for  lmrediately  reporting  to 
the  contracting  officer  all  IPE  items  for  which 
retention  is  not  Justified.  (Ref  18,  Sec  B-603.1) 

ASPR  provides  that  each  contractor  will  propose,  subject  to  approval 
by  the  Government's  contract  property  administrator,  the  processes  and 
procedures  by  which  he  intends  to  control  the  utilization  of  Government- 
owned  equipment  provided  him  (Ref  15,  para  S  3“ 701).  In  1968  AMC  issued 
a  letter,  still  in  effect,  stating  that  in  the  case  of  contractor-operated 
plants.  Government- owned  IPE  not  being  used  35  percent  of  the  time  should 
be  reviewed  to  determine  if  retention  iB  Justified.  Current  DOD  policy 
requires  the  ACO  to  determine  idleness  on  an  individual  item  basis  taking 
into  account  the  work  remaining  and  other  pertinent  factors  (Ref  29 ,  P  2)* 
As  a  control  device,  ASPR  also  provides  that  the  property  administrator 
shall  conduct  a  utilization  survey  at  least  annually  +0  Judge  how  well 
the  contractor  is  utilizing  the  Government  IPE. 

With  respect  to  the  requirement  for  reporting  idle  IPE  to  DIP3C,  the 
same  rules  have  applied  to  both  contractor-  and  Government-operated 
facilities.  DOD  has  required  that  idle  IPE  be  reported  when  it  "...has 
not  been  operated  for  any  purpose  whatsoever  for  a  period  of  ten  calendar 
days,"  (Ref  30,  p  l)  and  when  it,  "...is  no  longer  required  for  the 
purpose  authorized  or  provided."  (Ref  l4,  para  10218)  These  require¬ 
ments  still  apply  to  contractor-operated  facilities. 

Army-Operated  Facilities  Utilizing  IPE 

With  regard  to  the  DOD  position  on  utilization  or  retention  of 
in-house  IPE,  there  are  no  standards  by  which  efficient  utilization  of 
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IPE  can  be  measured.  DSAM  4215  .l^  requires  reporting  to  DXPEC  if  IPE 

is  idle  10  days  and  no  longer  required  for  the  purpose  authorized  or 

provided.  DOD  looks  to  the  individual  services  to  establish  and  enforce 

utilization  criteria  (Ref  19,  para  7d), 

11 

A R  700-90  addresses  utilization  but,  with  regard  to  Army  in-house 

activities,  is  limited  in  its  scope  primarily  to  the  arsenals.  AR  700-90 
directs  that  with  regard  to  such  facilities: 

(a)  commanders  are  responsible  for  reviewing  utilization  of  IPE  to 
ensure  excess  items  are  reported  to  DIPEC, 

(b)  utilization  review  of  IPE  wi.il  occur  continuously  at  all  command 
levels,  and 

(c)  an  exception  is  permitted  to  retain  IFE  despite  low  utilization 
when  the  item  is  one  of  a  kind  to  a  facility  and  is  required  intermittently 
to  keep  pace  with  or  service  the  balance  of  the  IPE  comprising  the 
production  unit  of  which  it  is  a  part  (Ref  11,  pp  5-1,  5-2). 

There  is  no  explicit  DA  policy  governing  utilization  of  IPE  within 

other  facilities  such  as  laboratories,  maintenance  depots,  proving 

grounds,  etc.  LA.  has  recently  instituted  an  Equipment  Survey  Program 

that  addresses  equipment  utilization.  However,  IPE,  per  se,  is  not 

addressed.  Only  equipment  that  should  be  listed  on  a  TLA  is  to  be 

^1 

addressed  by  the  survey  team.  Bie  arsenals  tend  to  exclude  the  bulk 
of  their  HE  from  their  TDA  by  considering  the  IPE  to  be  equipment  in 
place.  By  regulation,  AR  310-49,  IFE  classified  as  equipment  in  place 
may  be  excluded  from  the  organization's  TDA. 

AMCR  700-82,  dated  23  February  1971*^  prescribes  the  following 
policy  with  respect  to  utilization  of  installation  equipment  (IE),  a 
term  that  encompasses  IPE: 

(a)  Maximum  practical  utilization  will  be  achieved. 

(b)  Pooling  will  be  accomplished  ‘to  the  maximum  practical  extent 
to  assure  optimum  utilization. 

(c)  Maximum  use  will  be  made  of  the  rental,  lease,  ana  loan  of 
equipment,  when  economically  feasible,  in  lieu  of  ownership. 

(d)  Government-owned  IE  will  be  placed  in  administrative  storage 
when  utilization  criteria  are  not  met  and  future  requirements  are 
uncertain  (Ref  33,  p.4). 
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AMC  regulations  further  Identify  three  principal  organizational 
elements  as  having  responsibilities  relating  to  IE  utilization: 

(a)  Chief  of  ISA— will  analyze  and  consolidate  equipment  utilization 
data  for  the  CG  AMC; 

(b)  Commanders  and  technics'1'  directors— vill  acquire  and  retain 
the  minimum  quantitites  of  equipment,  necessary  to  perform  their  mission; 

(c)  Equipment  managers 

(1)  will  establish  factual  justification  of  equipment  densities 
by: 

(a)  usage  requirements 

(b)  walk-through  inspections 

(s)  local  utilization  criteria,  or 

(d)  other  managerial  means  (Ref  33 >  PP  4,5)* 

(2)  will  ensure  that  utilization  standards  are  met,  designate 
IE  for  administrative  storage  and  pooling,  and  promptly  report  excess  IE 
for  redistribution  (Ref  19,  p  4). 

Although  AMCR  700-82^  provides  utilization  criteria  for  selected 
categories  of  equipment,  electric  arc  welders  are  the  only  class  of  IEE 
listed  (Ref  33,  App  A).  The  remainder  are  materials  handling  equipment, 
construction  and  engineering  equipment,  watercraft,  various  types  of 
wheeled  vehicles,  railway  equipment,  and  some  miscellaneous  items.  For 
IEE  and  other  industrial  equipment  not  in  the  foregoing  categories,  the 
criteria  for  Judging  underutilization  is  left  to  the  discretion  of  the 
equipment  manager  at  individual  activities. 

Quarterly  formal  reviews  of  individual  items  and  the  related  equip¬ 
ment  grouping  is  required  for  those  categories  listed  above.  A  formal 
review  entails  the  completion  of  an  AMC  Form  1568,  Equipment  Utilization 
Worksheet,  for  each  item.  On  request  from  higher  authority,  the  equipment 
manager  summarizes  the  utilization  for  each  category  of  equipment  and 
enters  the  data  on  AMC  Form  1569,  Equipment  Utilization  Summary  Sheet. 

For  IEE  and  other  installation  equipment  lacking  criteria  under  AMCR  700-82, 
there  is  no  requirement  for  a  recurring  formal  utilization  review.  As  a 
guide  to  establishing  local  minimum  utilization  criteria,  AMCR  700-82 
directs  that  such  criteria  be  based  on  the  quantity  and  usage  of  like 
items  as  measured  by  elapsed  time  meters,  statistical  evaluation,  actual 
usage,  records,  and  facility  walk-through  inspections. 


In  reality,  AMC  relies  primarily  on  walk- through  Inspections  for 
measuring  actual  utilization.  The  facility  commander  and  equipment 
manager  are  required  to  conduct  and  document  semiannual  utilization 
walk-throughs  (Ref  33,  p  c-l). 

In  addition  to  the  equipment  utilization  walk-throughs,  ISA.,  a 
Class  II  activity  reporting  to  the  Director  of  I&S,  HQ  AMC,  conducts 
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a  review  of  each  AMC  facility.  This  review  is  referred  to  as  CEMPR. 

Reviews  are  to  be  conducted  annually  except  for  small  or  isolated 

activities,  which  may  be  inspected  biennually.  The  regulation  governing 
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CEMPR  has  been  under  preparation  for  approximately  one  year. 

DOD  has  recognized  the  need  to  retain  certain  equipment  in  order  to 
support  fluctuating  workloads,  R&D  functions,  or  mobilization  preparedness 
(Ref  19;  Ref  27,  PP  27-28;  Ref  34,  pp  1-2).  However,  operating  activities 

.  Ik 

have  been  governed  by,  and  inspected  for  adherence  to  DSAM  <4215.1. 

In  general,  rather  than  subscribe  to  the  10-day  rule  these  activities 
have  adhered  to  the  part  of  DRAM  4215.1  that  specifies  that  equipment 
be  reported  when  it  is  no  longer  needed  for  the  purpose  authorized  or 
provided. 

With  respect  to  ensuring  adherence  to  procedures  governing  the 

reporting  to  DIPEC  of  idle  TJPE,  the  DA  Equipment  Survey  Program  does  not 

address  the  subject.  On  the  subject  of  reporting  of  idle  IPE,  Pt  IV  of 
22 

the  AMC  CEMPR  Guide  merely  refers  the  user  to  AR  700-43,  and  the 
10-day  rule, 

A  change  in  idle  reporting  requirement  took  place  on  10  June  1971. 

A  DOD  memorandum  provides  that  the  services  must  report  idle  mission- 
support  equipment  but  can  retain  the  equipment  (Ref  22,  p  2).  When 
reported  to  DIPEC,  the  item  will  be  designated  by  a  new  status  code  3H. 

CURRENT  AIR  FORCE/NAVY  SYSTEMS 

Contractor-Operated  Air  Force  Facilities  Utilizing  Government-Owned 
Equipment 

With  respect  to  utilization  of  equipment  in  contractor-operated 

facilities  the  Air  Force  System  Command  has  centered  attention  on  the 
■aO 

following  concepts  r1 
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(a)  Emphasize  management  controls  over  high  value  equipment,  i.e., 
equipment  involving  a  substantial  capital  Investment  or  constituting  a 
major  advance  in  fabrication  or  testing  process  or  procedures. 

(b)  Make  utilization  surveys  annually  or  as  program  adjustments, 
cutbacks,  stretchouts,  or  cancellations  occur. 

Decisions  whether  to  retain,  pool,  or  declare  equipment  excess 
depends  on  the  effectiveness  of  DCAS  or  Air  Force  Property  Administrator 
to  identify  when  low  utilization  of  IH2  is  occurring.  The  criterion  to 

be  used  specifies  that  when  utilization  of  an  item  or  group  of  items  of 

equipment  falls  below  35  percent  or  14  hours  usage  a  week  (predicated 
on  a  1-shift,  8-hour,  5-day  basic)  a  detailed  survey  Bhould  be  made. 

Air  Force -Ope rated  Facilities  Utilizing  IIE 

Utilization  measurement  and  recording  are  essentially  the  prerogatives 

of  the  commander  whose  principal  guideline  is  that  ho  have  on  hand  only 

his  minimum  essential  equipment  needs,  The  Air  Force  considers  all 
Government-owned  IPE  that  is  not  being  contractor-operated  to  fall  out- 

ili 

side  the  majority  of  the  reporting  requirements  imposed  by  DSAM  4215.1. 

In  the  Air  Force  Equipment  Management  System  (AFEMS)  context,  utilization 
of  IIE  is  subsumed  under  the  much  broader  concept  of  utilization  of  non¬ 
expendable,  repairable  equipment,  with  a  unit  cost  of  $40  or  more. 

With  respect  to  the  term  "idle,”  AFEMS  does  not  recognize  it.  Equipment 
that  has  become  excess  to  activities  supported  by  a  BEMO  are  reported  to 
the  AMAa.  If  the  AMAs  decide  the  item  is  excess  to  Air  Force  needs,  the 
item  is  reported  to  the  Defense  Logistics  Support  Center  (DLSC). 

Heavy  relianoe  Is  placed  on  the  performance  of  an  annual  equipment 
validation/utilization  survey  of  each  unit  supported  by  BEMO.  Equipment 
management  reviews  are  conducted  by  Command  Equipment  Management  Teams 
(CEMT)  and  are  principally  validation/ut.tlization  surveys  of  equipment 
authorized.  Discussions  with  personnel  at,  HQ  AFLC  revealed  that  equipment 
meters  are  used  in  connection  with  the  maintenance  program,  not  in  decisions 
to  retain  or  declare  equipment  excess. 
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Navy-Operated  Facilities  Utilizing  IPE 

Hie  Navy  recognizes  the  subject  of  HE  utilization  mainly  in  connection 
with  the  reporting  of  idle  equipment.  The  Naval  Comptroller's  (NAVCOMP) 
Manual  requires  that  HE  that  has  not  been  used  for  10  days  be  reported 
to  DIPEC  (Ref  17,  PP  6-82).  An  exception  1b  made  if  the  item  is  in  an 
approved  package  plant  or  is  classed  as  a  mission  support  item.  Although 
the  NAVCOMP  Manual  is  q.uite  explicit  about  the  requirement  for  the 
maintenance  of  a  historical  record  of  each  item  of  IPE,  no  provision  has 
been  made  for  a  record  of  the  utilization  history,  per  se,  of  the  item. 

Further  insight  into  Navy  practices  with  respect  to  utilization  of 
IPE  was  obtained  from  interviews  with  personnel  at  the  headquarters  level 
at  both  NAVSH IPS YS COM  and  NAVAIRSYSCOM. 

NAV5HIPSYSC0M.  NAVSHIFSYSCOM  states  that  since  December  1965  all 
new  IPE  have  been  procured  with  hour  meters  already  installed  where 
feasible.  This  command  views  good  utilization  data  as  essential  in 
developing  IPE  replacement  Justifications  and  preventive  maintenance 
programs  and  in  pinpointing  excess  equipment.  NAVSH IPS YSCOM  requires 
that  a-1-1  shipyards  install  hour  meters  on  major  IPE,  where  practicable 
(Ref  35,  P  l).  The  command  also  requires  that  a  utilization  history 
record  be  established  and  maintained  on  IPE  with  hour  meters.  Shipyards 
are  to  record  meter  readings  at  least  twice  yearly.  This  is  intended  to 
permit  ready  response  to  inquiries  on  utilization  of  individual  items  of 
IPE,  utilization  for  types  of  HE,  and  utilization  within  a  given  shop 
and  for  special  functional  work  groupings.  Utilization  data  are  used 
in  Justifying  modernization  and  replacement  and  for  validating  whether 
projected  cost  reductions  have  actually  been  achieved  (Ref  36,  p  5). 

NAVAIRSYSCOM.  NAVA IRSYS COM  relies  essentially  on  local  commanders 
to  establish  and  maintain  a  system  for  Judging  whether  IPE  authorized 
for  them  is  receiving  maximum  use.  The  principal  activities  NAVAIRSYSCOM 
controls  are  seven  NARFs .  HQ,  NAVAIRSYSCOM  considers  any  IPE  in  a  NAHF 
facility  to  be  in-use  equipment  unless  reported  to  DIPEC  as  idle.  Although 
the  large  majority  of  IPE  at  the  NARFs  is  metered,  little  credence  is 
placed  on  their  value  as  determinants  of  equipment  usage  or  retention. 
Personnel  reductions  during  the  past  year  led  to  discontinuance  of  the 
semiannual  practice  of  recording  meter  readings. 
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EVALUATION  OF  ARMY/AIR  PORCE/NAVY  SYSTEMS 


Utilization  Systems 

Contractor-Operated  Facilities  Utilizing  Government-Owned  IFF,. 

Although  equipment  management  control  responsibility  rests  with  DCAS  wJ.th 
.respect  to  DCAS-admlnistered  Army  contracts,  each  of  the  services  is 
held  responsible  for  contracts  they  administer.  As  has  already  been 
pointed  out,  the  accuracy  and  effectiveness  of  the  equipment  management 
program  as  proposed  and  implemented  by  the  contractor  depends  almost 
solely  on  the  qualifications  of  the  property  administrator  and  the 
degree  to  which  he  applies  himself.  With  the  passage  of  time  in  administer¬ 
ing  a  specific  contract,  it  appears  that  the  property  administrator  would 
have  less  and  leas  incentive  to  detect  faults  in  the  contractor's  utiliza¬ 
tion  of  IPE.  Indeed  there  would  be  a  fair  amount  of  self-indictuent 
Involved  since  he  is  expected,  under  ASPR,  to  exercise  some  degree  of 
utilization  surveillance  throughout  the  year. 

ASFR  permits  each  contractor  to  express  the  practices  and  procedures 
whereby  he  will  ensure  effective  and  efficient  use  of  Government-owned 
equipment,  subject  to  Government  property  administrator  review.  In  the 
case  of  DCAS-administered  contracts  the  study  group  views  problems  of 
underutilization  as  not  one  to  be  addressed  by  the  Artiy.  However,  this 
does  not  pertain  when  Army- administered  contracts  are  involved.  Of  the 
$800  million  worth  of  IPE  in  contractor  facilities  approximately  $500 
million  Is  in  the  hands  of  23  contractors  each  of  whom  controls  $10  million 
or  more  of  Government-owned  IPE.  Of  the  $500  million,  over  $300  million 
pertains  to  Army-administered  contracts.  A  concentration  of  effort  on 
these  few  Army-administered  contractors,  a  close  reviewof  their 
utilization  programs,  and  special  emphasis  on  their  annual  utilization 
surveys  appear  to  be  the  most  feasible  ways  to  improve  utilization  in 
contractor  plants  at  least  cost. 

Unless  performance  under  the  contract  is  in  serious  Jeopardy,  there 
is  at  present  no  provision  for  feedback  to  HQ  AMC  concerning  utilization 
or  the  results  of  utilization  surveys.  This  is  true  both  of  DCAS-  and 
Arny- administered  contracts*  In  the  case  of  DCAS  this  presents  a  problem 
to  DSA,  not  the  Army,  when  an  auditing  agency  finds  fault  with  the  way  in 
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which  Government  equipment  is  being  utilized.  However,  in  the  case  of 
Arny-edalnistered  contracts  the  Arny  Is  held  fully  accountable  for  adherence 
to  the  ASPR.  However,  Army  property  administrators  are  not  bound  to 
follow  DCAS  manuals.  Thus  a  dual  standard  exists  for  administering  Arny 
contracts . 

Army-Operated  Facilities  Utilizing  IPE.  Although  DIEEC  made  an 
attempt  at  developing  utilization  standards  DOD  rejected  them  for  in-house 
application  as  well  aB  for  contractor  application  (Ref  29,  p  2).  DOD  did 
so  because  they  believed  that  the  diversity  of  in-house  operations  among 
the  military  services  dictates  against  the  feasibility  or  practicality 
of  attempting  to  impose  uniform  standards  on  all  three  services. 

The  diversity  of  operating  and  mission  characteristics  among  major 
AMC  activities  likewise  dictates  against  a  single  set  of  standards  for 
these  activities.  However,  the  study  team  feels  that  it  is  desirable  to 
implenent  separate  utilization  standards  for  application  to  four  major 
types  of  AMC  facilities,  i.e.,  arsenals,  maintenance  depots,  laboratories, 
and  proving  grounds/ test  centers. 

The  absence  of  any  comprehensive  DA  policy  statement  with  respect 
to  the  utilization  of  IPE  has  fostered  confusion  and  nonconformity  in 
utilization  management  philosophy  and  procedures  among  AMC  facilities. 

It  is  impossible  to  state  how  much  of  this  condition  is  also  attributable 
to  the  problems  associated  with  property  accountability,  differing 
applications  of  the  Army  Authorization  Documents  System,  and  the  very 
strong  tendency  to  view  IPE  as  a  type  of  equipment  to  be  associated 
mainly  with  those  facilities  whose  principal  source  of  funding  is  the 
Industrial  Preparedness  Program. 

In  the  absence  of  utilization  stendards  for  almost  the  totality  of 

IPE  in  Army-operated  facilities,  AMC  has  been  relying  principally  on  the 

concept  of  surveillance  Bystema  to  detect— -but  not  prevent— -underutilization 

of  IIE.  Although  the'  HQ  AMC  IG  has  been  instructed  to  review  certain 
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aspects  of  the  manner  in  which  IPE  is  being  managed,  the  study  group 
observed  no  effective  follow-up  from  this  survey  source.  This  probably 
results  from  the  fact  that  IG  facility  survey  reports  cover  a  very 
considerable  number  of  topic  areas,  only  one  of  which  treatB  IPE,  including 
utilization.  Effective  use  of  survey  results  implies  not  only  follow-up 
on  individual  reports  but  consolidation  of  the  results  of  surveys  fran 
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like  or  similar  activities.  From  such  Information  one  can  associate 
a  dimension  to  problems  and  establish  an  order  df  priority  by  4hlch 
limited  resources  can  begin  to  attack  major  problems.  The  study  team 
could  find  no  evidence  that  meaningful  and  continuing  consolidation  of 
any  survey  results  were  being  accomplished  with  regard  to  any  aspect  of 
IFF  management  Including  utilization.  > 

DA,  spurred  on  by  fund  cuts,  has  placed  extreme  importance  on  the 
value  of  annual  equipment  surveys  in  detecting  and  reporting  under¬ 
utilization  of  equipment  and  equipment  that  is  excess  to  the  needs  of  an 
organization.^®  Partly  as  a  result  of ^ this  pressure,  new  opportunities 
exiBt  for  achieving  significant  results  from  surveys.  Reference  is 
being  made  here  to: 
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(1)  the  newly  established  DA  Equipment  Survey  Program,  and 

(2)  AMC  Command  Equipment  Management  Program  Review  (CEMPR)22 
Both  of  these  surveys  will  be  of  doubtful  benefit  ih  resolving  IFe! 

utilization  problems  unless  the  following  conditions  are  corrected: 

DA  Equipment  Survey  Program.  As  currently  conceived  this  program 
ia  restricted  to  equipment  contained  in  a  unit's  TDA.  The  arsenals,  in 
particular,  exclude  very  , sizable  quantities  of  I EE  from  the  TDA  on  the 
premise  that  IPE  is  in  reklity  "equipment-in-plac^e"  and  therefore  need 
not  be  included  in  the  TDA.  1 

The  initial  instructions  under  this  program  indicate  that  It  is 
desirable  to  survey  evelry  line  item  number  with  a  unit  value  of  $2000  or 
an-  aggregate  value  of  $$0,000*  Sy  definition  this  guide  encompasses  the 
vast  majority  of  IEE.  Thus,  if  an  activity  lists  all  or  jnost  of^  its  IPE 
on  the  TDA,  as  the  maintenance  depots  are  reputed  to,  it  would  mfean  a 
survey  team  would  be  expected  to  survby  thousands  of  items  at  Just  one 
installation,  without  considering  the  non- IEE  items.  This  is  clearly  an 
impractica^.  task.  The  clear  impression  exists  that  the  survey  was  not 
really  designed  with  IPE  in  mind,  nor  were  the  types  of  AMp  facilities 
that  use  IEE  prominently  kep't  in  mind  by  the  survey  developers. 

Proposed  AMC  Command  Equipment  Management  Program  Review  (CEMPR).22 
In  its  present  draft  form,  this  AMC  regulation  could  be  improved.  The 
moslj  serious  deficiency  is  the  lack  of  clear  delineation  of  section  break 
outs1  for  IPE.  For  example,  Part  IV  of  the  CEMPR  Guide  (see  App  B)  has  the 
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heading  "Management  bf  Industrial  Plant  and  Equipment  (EPS)  and  Machine 
Tool."  Machine  tools  costing  $1000  or  more  are  IEE.  Furthermore,  Pt  V 
of  the  guide  is  intended  to  encompass  "Test  and  Measuring  Equipment," 
sizable  portions  of  which  are  HE. 

Finally  there  is  a  very  high  degrep  of  redundancy  among  the  various 
parts  of  the  CEMPR  Guide  with  respect  to  the  subject  of  equipment  utilization, 
including  equipment  pooling.  Examples  of  this  are  Pts  la,  Ie,  IIb(2), 

Ilf,  Ilh,  IVe,  f,  Vd/e,  and  f. 

Although  utilization  data  should  play  little  part  in  retention 
decisions,  a  number. of  other  uses  can  be  made  of  such  data.  The 
greatest  difficulty  is  achieving  a  cost-effectiveness  relation  between 
collection/ analysis  costs,  and  savings  to  be  achieved  in  such  things  as 
equipment  pooling  decisions,  modernization/replacement  recommendations, 
etc.  The  System-wide  Project  for  Electronic  Equipment  at  Depots 
(SPEED),  which  currently  number  about  10  of  the  19  AMC  depots,  have  -the 
foundation,  in'AMCR  700-75,  for  a  potentially  powerful  and  cost-effective 
tool  in  controlling  the  use  of  utilization  data.  Tip  concept  of  an 
Equipment  Category  Rollup  Code,  contained  in  AMCR  700-75,  permitting  the 


aggregating  of  utilization  data  by  generic  classifications  can  be  applied 
in  equipment  pooling  studies,  modernization/ replacement  Justifications, 
and  production  process  studies.  \ 


Air  Force-Operated  Facilities  Utilizing 


With  respect  to  idle 


reporting  requirements,  the  Air^ Force  includes  IPE  under  its  AFEMS  systems 
rather  than  follow  all  the  provisions  of  the  DIFEC  manual,  DSAM  4215*1.1'^ 


Navy-Operated  Facilities  Utilizing  IPE.  NAVAIRSYSCOM  presents  a 
contrast  to  HAVSHIPSYSCOM.  Although  both  commands  require  that  utiliza¬ 
tion  history  be  a  factor  is  Justifying  modernization  or  replacement, 
NAVAIRSYSCOM  sees  little  contribution  being  niade  from  having  installed 


meters  on  IPE.  The  argument  put  forth  by  the  NAVAIRSYSCOM  representative 


has  two  aspects:  , 

(1)  If  shop  personnel  are  aware  that  machine  utilization  history 
could  be  used  to  their  disadvantage,  e.g.,  removal  of  equipment  or  rejection 
of  request  for1  replacement  if  utilization  is  low,  they  will  run  the  machines 
even  though  no  work  is  available. 

(2)  The  extent  to  which  a  machine  has  been  used  in  the  past  provides 


little,  if  any,  support  as  to  the  extent  to  which  It  might  be  used  In  the 
future.  Future  anticipated  workload  Is  the  key  determinant  against  which 
a  variety  of  factors  concerning  current  and  proposed  equipment  are 
evaluated. 

Although  meters  are  said  to  exist  on  the  large  majority  of 
NAVAIRSYSCOM  HE,  the  periodic  reading  of  meters  was  discontinued  recently 
due  to  personnel  cutbacks.  Even  when  the  meters  were  being  read,  however, 
it  was  for  purposes  associat'd  with  the  maintenance  program  and  not  for 
purposes  of  identifying  excesses  or  Judging  the  feasibility  of  equipment 
pooling.  Even  here,  however,  the  cost  of  collecting  and  analyzing  the 
netered  data  in  their  opinion  largely  overrides  the  benefits  to  be  gained. 

General  Observations  on  Equipment  Utilization 

Although  the  general  conclusion  from  the  evidence  available  Indicates 
equipment  utilization  history  data  are  relatively  of  little  value  in 
decisions  whether  to  retain  equipment  or  remove  It  from  a  facility,  most 
regulations  or  Instructions  tend  to  emphasize  their  use  for  this  purpose. 

The  standard  rationale  is  that  utilization  evaluation  consists  of: 

— setting  a  standard  or  criterion  of  use  by  which  one  would  suspect 
a  piece  of  equipment  was  being  underutilized 

—establishing  a  means  for  determining  equipment  usage,  for  example, 
time  meters 

—periodically  recording  and  evaluating  data  reflecting  usage  history 
—turning  in  or  pooling  equipment  that  has  been  proved  to  be  under¬ 
utilized 

The  Natick  Laboratories  has  a  rather  unusual  view  of  equipment 
utilization.  Ihis  view  was  expressed  in  a  study  conducted  in  response 

ho 

to  Congressional  direction.  The  study  concerned  equipment  management 
and  utilization,  with  emphasis  on  the  use  of  time  meters.  Natick  Laboratories 
views  its  equipment  management  program  as  being  designed  to  assure  optimum 
equipment  utilization.  The  equipment  manager  runs  the  program  and  the 
program  consists  of  six  elements:  acquisition;  utilization;  turn-in  of 
unused,  excess,  and  obsolete  equipment;  equipment  pools;  calibration 
through  periodic  recall;  and  an  annual  inventory.  By  achieving  the  other 
five  elements,  Natick  believes  that  it  will  achieve,  automatically, 
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optimum  utilization.  It  is  worth  noting  that  a  finding  of  the  study 
committee  was  that: 

Elapsed- time  meters  in  themselves  are  not  adequate 
as  a  sole  or  primary  means  of  determining  satisfactory 
equipment  utilization.  Elapsed- time  meters  will  be 
used  primarily  for  calibration  scheduling  purposes, 
with  the  information  obtained  therefrom  also  Bervlng 
as  an  indicator  of  items  which  may  be  pooled  (Ref  40,  p  l). 

The  NaticJc  study  reveals  the  individualistic  style  that  can  be  taken 
In  attempting  to  effectively  and  efficiently  utilize  equipment.  The  RAC 
study  team  believes  that  systems  such  as  Natick's,  which  reveal  a  well- 
thought-out  if  nonstandard  attempt  at  good  equipment  utilization,  are 
more  effective  than  standard  systems  in  which  very  few  people  have 
confidence,  as  is  currently  the  case. 

Despite  the  considerable  emphasis  various  investigatory  reports  have 
placed  on  the  value  of  time  meters  on  equipment  utilization  decisions, 
the  weight  of  the  evidence  from  the  DSA  study  of  19  contractors,^1  and  the 
Natick  Laboratories  study  as  well  as  comments  from  Navy  and  Air  Force 
personnel,  do  not  substantiate  widespread  use  of  meters  as  a  tool  in  IFE 
retention  decisions.  An  examination  of  the  AMC's  U3e  of  installed  meters 

k2 

has  revealed  that  approximately  56  percent  of  the  meters  are  idle  (see 
Table  9). 

Idle  Reporting  Systems 

Idle  reporting  and  the  criticisms  associated  with  this  area  must  be 
viewed  rather  carefully  in  the  light  of  the  evaluation  of  equipment 
utilization.  Certain  of  the  practices  for  which  the  Army  and  the  other 
services  have  been  severely  criticized  are  now  permissible.  In  particular, 
after  arguing  the  point  for  some  years  with  the  GAO,  on  10  June  1971; 

DOD  established  a  procedure  whereby  "IPE  in  a  Government-owned,  Government- 
operated  installation  or  activity,  subject  to  intermittent  use,  but 
required  to  remain  in  place  to  support  the  current  assigned  mission  of 
the  installation  or  activity"  (Ref  43;  p  2)  would  be  reported  to  DIFEC 
as  being  in  idle  condition  under  a  status  code  "3H."  Before  this  change, 
auditing  teams  tended  to  apply  the  10-day  idleness  criterion  (Ref  14, 
p  2-4)  while  activities  tended  to  use  the  "no  longer  required  for  the 
purpose  authorized  or  provided"  (Ref  14,  p  1-2)  criterion,  each  of  which 
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Table  9 

Status  of  Installed  Meters  in  AMC  Facilities 
as  of  30  Apr  71 


Tvoe  of  Aotivity 

Total 

On -Hand 

_ InrUflfi _ 

Idle 

No. 

Percent 

No. 

iPercent 

Depots 

4209 

1941 

46 

2268 

54 

Laboratories5 

711 

168 

24 

543 

76 

Proving  Grounds  and 

Arsenals 

3893 

1595 

41 

2298 

59 

Miscellaneous 

-->39 

217 

J£ 

222 

-5i 

Totals 

9252 

3921 

4 zio 

5331 

GO 

l/\ 

aData  not  available  from  Natick  laboratories 
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is  to  be  found  in  DSA  Manual  k215.1.  In  the  case  of  the  latter  criterion 
the  holders  took  the  view  that  the  HE  that  at  the  accent  was  Idle  wa a 
needed  for  mission  accomplishment  or  mobilization  readiness.  To  expect 
arsenals,  laboratories,  and  maintenance  depots  faced  with  varying  and 
unpredictable  annual  workloads  to  volunteer  the  release  of  equipment  is 
not  realistic. 

In  view  of  the  foregoing  the  criticisms  cited  at  the  beginning  of 
this  chapter  as  indicating  failure  to  report  idle  HE  to  DIPEC  bear 
reevaluation.  One  criticism  quite  likely  no  longer  applies  simply  because 
the  ground  rules  for  how  Dime  will  treat  certain  idle  declarations  have 
changed.  This  criticism  stated  that  inactive  HE  was  retained  in  lieu  of 
reporting  it  as  excess.  The  second  criticism  is  likely  to  persist  in  the 
Arny  and  Wavy  until  DIPEC  revises  DSAM  4215.1.  This  criticism  stated  that 
regulations  governing  idle  equipment  were  being  misinterpreted.  The 
practice  of  DOD  issuing  notice  of  IPE  regulatory  and  policy  changes  by 
memorandum  aggravates  the  problem  in  the  Arny  because  no  logical  channel 
for  communicating  these  changes  affecting  IPE  has  been  developed.  Thus, 
although  activities  associated  with  the  production  base  support  program, 
e.g.,  arsenals,  may  hear  of  the  change,  maintenance  depot? ,  laboratories, 
proving  grounds,  and  post,  camps,  and  stations  might  not-  '.’.'fa*?  general 
problem  has  been  addressed  in  the  last  chapter  of  this  document. 

PROPOSED  SYSTEM  CHANGES 

Two  general  problem  areas  have  been  discussed,  the  underutilization 
of  HE  and  failure  to  report,  or  to  report  in  a  timely  fashion,  IPE  to 
DIPEC.  Each  is  considered  in  turn. 

HE  Utilization 

Policy.  Since  the  concept  of  equipment  underutilization  lias  been 
shown  to  require  tempering  in  the  light  of  mission  requirements, 
fluctuating  and  unpredictable  workloads,  etc,  tailoring  of  this  concept 
is  required.  It  is  recommended,  therefore,  that  a  single  statement  be 
issued  by  the  Assistant  Chief  of  Staff  for  Force  Development  (ACSFOR), 

DA,  stipulating  DA  policy  on  IPE  utilization.  The  following  paragraph 
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Is  suggested  for  incorporation  in  AR  310-49*  "The  Am y  Authorization 
Documents  Hy stem  (TAADS),"^2  2  Mar  70: 

In  Justifying  Industrial  Plant  Equipment, 
either  initially  or  for  retention,  consideration 
should  be  given  to  the  diverse  nature  of  the 
activities  utilizing  this  equipment,  e.g., 
maintenance  depots,  arsenals,  laboratories, 
proving  grounds,  etc.  It  is  LA  policy  that 
decisions  as  to  retention  of  these  items  on 
the  TDA/MIDA  be  premised  on  planned  workload 
and  mission  requirements,  both  peacetime  and 
mobilization,  as  opposed  to  historical 
utilization  data.  Although  data  relating  to 
past  use  of  1PE  should  not  be  ignored,  it  is 
more  meaningful  to  project  equipment  require¬ 
ments  based  on  anticipated  workload  for  equip¬ 
ment  groupings  where  this  is  feasible. 

Ar  1C  Equipment  Utilization  Management.  There  is  little  doubt  that, 
if  collected  economically  and  used  widely,  equipment  utilization  history- 
data  could  be  of  considerable  benefit  to  an  activity.  However,  the 
generally  unfavorable  view  that  is  currently  applied  to  utilization 
history  data  plus  the  strong  indication  that  time  meter  readings  are 
distortions  of  fact  dictates  against  suggestions  for  rapid  or  easy 
solutions  to  this  problem. 

It  is  suggested,  therefore,  that  a  series  of  long-term  tests  be 
run  concurrently  but  independently  of  each  other  at  four  types  of  AMC 
facility:  arsenals,  maintenance  depots,  laboratories,  and  proving 
grounds/test  centers.  At  least  three  activities  from  each  type  should 
participate,  two  that  will  test  out  new  Ideas  and  one  to  serve  as  a 
control. 

The  purposes  of  the  test  would  bo  to; 

(a)  Establish  concepts  and  procedures  by  which  a  facility  might 
assure  the  most  efficient  and  economical  utilization  of  its  equipment 
base,  with  particular  emphasis  on  IPE 
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(b)  Determine  the  specific  applications  and  manner  of  application 
of  utilization  history  data,  to  include  such  areas  as  machine  workload 
projections,  maintenance,  calibration,  and  modernization  and  replacement 

(c)  Ascertain  whether  utilization  standards  or  criteria  serve  a 
truly  useful  purpose,  and  if  so,  under  what  circumstances  and  to  what 
extent 

(d)  Ascertain  the  nature  and  extent  to  which  trade-offs  should 
be  unde  in  attempting  to  economically  collect,  analyze,  and  apply 
utilization  history  data  using  manual,  semiautomated,  and  automated 
techniques. 

The  proponency  of  the  test  for  each  teBt  of  facility  could  be 
assigned  to  the  following  activities  as  desired  by  AMO: 

Activity  Responsible  for 

Type  of  Facility  Developing  Standards 

Arsenals  Directorate  of  R&P,  HQ  AMC 

Maintenance  Depots  Directorate  of  Maintenance,  HQ  AMC 

Laboratories  Deputy  for  Laboratories,  IQ  AMC 

Proving  G rounds/ Tent  Centers  TECOM 

As  a  proponent  of  HQ  AMC  policy  and  procedure  oh  installation  equipment 
that  includes  IEE,  coordination  of  the  foregoing  effort  could  be 
assigned  to  the  Directorate  of  I&S. 

In  connection  with  the  proposed  tests  the  following  additional 
comments  are  to  be  considered.  Barring  human  interference  in  their 
operation,  installed  meters  are  acknowledged  to  be  the  moat  efficient 
and  accurate  means  for  recording  the  use  of  IEE.  However,  there  is  still 
the  problem  of  transferring  such  data  to  a  centralized  record  for  analysis. 
Although  some  industrial  concerns  have  a  direct  equipment- to- computer 
data  transfer  capability  it  is  highly  unlikely  the  AMC  will  develop 
such  a  capability  on  any  scale  in  the  foreseeable  future.  Furthermore, 
continuing  reductions  in  human  resources  within  AMC  dictate  the  need 
to  maximize  the  benefit  from  their  use  as  equipment  utilization  data 
recorders.  Since  approximately  10  percent  of  Army  in-use  IEE  constitutes 
approximately  50  peraent  of  the  total  dollar  value,  the  study  team  suggests 
that  test  proponents  consider  the  following  order  of  priority  in  utilizing 
installed  meters: 
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(a)  Redistribute  the  meters  already  in  possession  of  the  Arcy  to 
those  activities  possessing  the  highest  dollar  value  of  in-use  IFE. 

(b)  Meters  should  be  installed  in  all  IFE  in  which  two  or  more 
Items  capable  of  performing  the  same  function  are  in  inventory  and 
where  the  unit  acquisition  cost  is  $25,000  or  more. 

Most  Effective  Use  of  Army  Equipment  Utilization  Surveys.  Currently 
four  inspection  systems  are  in  being  for  ensuring  that  various  aspects 
of  IFE  management  are  being  performed  and  performing  well: 

— HQ,  AMC  IG  Inspections 

— Oemlannual  walk-through  surveys  by  commanding  offlcers/technical 
direct 

—  .  quipment  Survey  Programs 

— CEMPRs 

Based  on  considerations  of  their  impact  to  date,  economics  of  motion, 
and  likelihood  of  effecting  improvements  when  deficiencies  are  detected 
in  IFE  utilization  matters,  the  following  suggestions  are  made: 

(a)  Eliminate  the  questions  from  the  IG  inspection  that  deal 
specifically  with  IPE. 

(b)  Continue  the  semiannual  walk- through  survey  by  the  commanding 
of fleers/ technical  directors. 

(c)  For  AMC  activities,  include  the  DA  Equipment  Survey  require¬ 
ments  under  CEMFR,  That  is,  conduct  a  single  annual  survey  of  AMC 
facilities.  The  DA  Equipment  Survey  Program  in  concerned  only  with 
verification  of  authorizations  as  contained  in  TDAa.  CEMPR,  which  was 
to  address  the  total  installation  equipment  base.  Including  IPE  and 
the  authorization  and  utilization  thereof,  can  fill  this  void  in  the 
DA  program. 

However,  CEMFR  aB  presently  conceived  is  highly  redundant, 
particularly  with  respect  to  utilisation.  Ihe  following  revisions  are 
suggested  for  incorporation  into  the  CEMFR  guidelines; 

(a)  Change  title  of  Part  IV2^  from  "Management  of  Industrial 
Plant  Equipment  and  Machine  Tools”  to  "Management  of  Industrial  Plant 
Equipment,"  Adjust  questions  a,  b,  c,  e,  and  h,  accordingly. 

(b)  Combine;  Part  I  a,  "Equipment  Utilization;"  Part  I  e, 
"Equipment  Fool  Operations  and  Facilities;"  Part  II  e,  "Equipment 
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Utilization”  (AMOH  728-1);^  Part  II  g,  "Equipment  Pool  PolieieB." 
(See  App  C  for  possible  manner  of  combination.) 

(c)  Add  the  following  questions  to  Part  IV: 

If  the  activity  in  question  operates  under  the  Army 
Industrial  Fund  (Alp)  concept  (AR  37-110),^  has  the 
ratio  of  active  equipment  to  idle  equipment,  as  reported 
by  DIPEC,  followed  the  trend  of  revenues  of  AIF  for  the 
past  four  quarters? 

For  equipment  lacking  installed  meters  what  method  iB 
used  to  Judge  the  rate  at  which  the  IPE  lias  been 
utilized: 

(1)  (Cheek  one) 

(а)  Equipment  Operator 

(б)  Foreman 

(£>  Equipment  Manager 

(d)  Other 

(2)  (Check  one) 

(a)  periodically  estimates  hours  of  usage 

(b)  periodically  estimates  general  rate  of  usage, 
for  example,  heavy- medium- light- idle 

(s)  periodically  walks  through  area  noting 
general  machine  activity  and  making  note 

(d)  Delete  question  f,  "Does  the  utilization  of  IPE  meet  the 
minimum  criteria?  (Use  20  percent  minimum,  M3  percent  objective 
criteria  if  local  standards  have  not  been  established.)” 

(e)  Delete  Part  V  since,  by  definition,  the  bulk  of  test  and 
measuring  equipment  in  terms  of  dollar  value,  is  subsumed  under  IPE. 

Army-Administered  Contract  Property  Administration  Utilization 
Survey.  The  Procurement  Policy  Division,  Directorate  of  R&P,  HQ  AMD, 
should  advise  the  major  subordinate  commands  that  special  emphasis  is 
to  be  placed  on  HQ  AMC  review  of  property  administration  as  performed 
in  GOCO/CQCO  facilities  administered  by  the  Army  and  containing 
$10  million  or  more  of  Government-owned  IPE. 

Accordingly,  major  subordinate  commands  in  this  category  will  be 
instructed  to  provide  the  Procurement  Policy  Division,  HQ  AMO,  with 
a  copy  n f  the  results  of  the  annual  property  administration  system 
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survey .  The  Procurement  Policy  Division  will  review  the  survey  results 
for  completeness  and  adherence  to  prescribed  ASER  procedures,  particularly 
that  portion  dealing  with  sample  sizes. 

Property  administrators  should  be  instructed  to  conduct  a  100  percent 
sampling  of  IBS  with  an  acquisition  coBt  of  $25,000  or  more.  It  is 
further  suggested  that,  to  facilitate  submission  and  review,  the  Army 
adopt  a  standardised  survey  format  modeled  after  a  checklist  currently 
being  used  by  DCAS  in  conducting  its  plant  surveys.  A  copy  of  the 
checklist  constitutes  App  C, 

Reporting  of  Idle  Equipment 

Three  aspects  of  this  problem  are  addressed:  The  first  concerns 
the  need  to  identify  when  equipment  is  becoming  or  has  become  idle. 

The  second  concerns  a  control  mechanism  to  ensure  that  the  first  aspect 
is  being  accomplished.  The  third  aspect  concerns  the  necessity  to 
clarify  the  distinction  between  idle  and  excess  equipment. 

Adherence  to  New  Reporting  Requirement-— Status  Code  3H.  As  a 
result  of  the  changes  contained  in  the  ASD  (i&L)  memo  of  10  June  197l>^ 
the  reporting  to  DIPEC  of  equipment  that  has  been  idle  for  10  days  is 
now  applicable  primarily  to  IEE  in  contractor- operated  facilities.  The 
Directorate  of  I&S,  Hft  AMC  should  revise  AMCR  700-8233  by  adding 
paragraph  7  e  as  follows: 

For  AMC- operated  facilities,  e.g.,  arsenals, 
maintenance  depots,  and  laboratories,  the  cessation 
of  the  relation  of  IEE  to  mission  is  the  determinant 
of  when  to  report  an  item  of  IEE  to  DIFEC  as  idle  for 
redistribution.  Should  a  mission  change,  thereby 
reducing  the  requirement  for  IEE  and  making  some  IFE 
excess,  then  the  AMC  facility  would  be  bound  by  the 
10-day  reporting  rule  for  the  excess  equipment  (Ref  15, 
para  20501-1).  In  essence  the  facility  would  be 
reporting  the  item  as  excess  to  the  mission  needs 
rather  than  idle.  However,  should  a  workload 
decrease  but  the  mission  not  change,  redistribution 
of  equipment  gone  idle  is  not  intended.  Thus  reporting 
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the  equipment  to  DIEEC  promptly  1b  not  an  urgent 
requirement.  The  reporting  to  DIFEC  of  IH5  in 
status  code  3H  (i.e.,  idle  but  mission-essential) 
will  occur  when: 

(a)  It  is  anticipated  that  obvious  decreases 
in  workload  are  to  last  6  months  or  longer. 

(b)  At  the  time  of  semiannual  readings  of 
installed  meter,  should  a  facility  use  meters,  the 
utilization  rate  reveals  possible  underutilization 
and/or  possible  pooling  potential  due  to  decreased 
workload,  either  of  which  is  confirmed  through 
further  inquiry . 

(c)  Semiannual  walk-through  surveys  by  the 
commanding  officer/technical  director  reveal 
underutilized  equipment. 

(d)  The  annual  CEMPR/DA  Equipment  Surveys 
reveal  the  underutilization  of  specific  items 
of  IPE. 

An  additional  change  should  be  made  to  AMCR  700-82  to  increase 
the  possibility  that  maximum  economic  benefit  may  result  from  semi¬ 
annual  walk-throughs.  Paragraph  7  b  should  be  revised  by  adding: 
However,  industrial  plant  equipment  as  defined  in 
AR  700-43  (Ref  15,  para  10220),  with  unit  acquisition 
cost  of  $25,000  or  more  should  be  reviewed  on  a 
100  percent  sampling  basis. 

Furthermore ,  to  assure  the  establishment  and  maintenance  of  equip¬ 
ment  utilization  records  for  such  high-value  items  and  to  facilitate 
the  foregoing  review,  App  A  of  AMCR  700-82^  Bhould  be  expanded  to 
include  the  following  paragraph  8: 

8.  Industrial  plant  equipment,  as  defined  in 
AR  700-43  (Ref  14,  para  10220),  with  a  unit 
acquisition  cost  of  $25*000  or  more. 

Percentage  criteria  for  each  item  is  at 
the  option  of  the  using  installation  or  activity. 
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Management  Indicator  to  Signify  Adherence  to  Reporting  Equipment  as 
Idle  or  Excess,  An  additional  suggestion  concerns  the  utilization  both 
by  commanding  officers/technical  directors  as  well  as  equipment  management 
survey  teams  of  a  form  of  management  indicator.  This  indicator’s  useful¬ 
ness  is  premised  on  the  correlation  that  exists  between  a  facility's 
annual  workload,  and  machine  utilization.  Figure  26,  a  hypothetical  case, 
reflects  this  relation. 

All  the  arsenals,  all  the  depot  maintenance  activities,  and  five 

1+5 

laboratories  operate  under  the  A1F  as  prescribed  under  AR  37-110. 

The  concept  underlying  the  AIF  consists  of  a  revolving  fund  with  any 
work  performed  being  supported  by  a  specific  fund  citation  from  the 
activity  being  serviced. 

Under  the  provisions  of  AR  37-110,  para  5-8.d. (l),  each  activity  must 
submit  an  annual  report,  "Artier  Industrial  Fund-— Statement  of  Revenue  and 
Costs,"  DA  Form  2266-R.  This  form  is  shown  as  Fig.  27*  Items  1  to  17 
represent  the  source  of  all  revenue  covering  the  past  fiscal  year  (Col  l), 
the  current  fiscal  year  (Col  2),  and  the  estimates  for  the  budget  year 
(Col  3).  Only  items  1  to  17  would  be  considered  in  the  proposed  method. 
Before  implementing  the  method  the  major  subordinate  commands,  which  are 
the  holders  of  the  bulk  of  the  Array's  IPS,  should  agree  on  which  of  the 
17  items  liBted  should  be  excluded  since  some  items  might  not  truly 
reflect  IPE  utilization. 

The  Directorate  of  I&S,  HQ  AMC,  should  revise  AMCR  700-82^  to 
require  the  equipment  manager  of  AIF  facilities  to  prepare  and  maintain 
a  graph  similar  to  Fig.  27.  That  portion  of  the  graph  relating  to  revenues 
received  or  projected  would  be  obtained  internal  to  the  facility  from  DA 
Form  2266-R.  That  portion  of  the  graph  dealing  with  the  acquisition 
cost  of  IFE  would  be  obtained  from  DIPEC,  for  the  past  fiscal  year. 
DIPEC-originated  data  would  consist  of  the  acquisition  aost  of  IPE  for 
that  facility  broken  out  bys 

(a)  IPE  in  use  at  the  beginning  of  the  fiscal  year 

(b)  IFE  reported  as  idle  (excess  to  facility's  needs)  during  the 
past  fiscal  year,  plus  other  equipment  released  to  DIPEC 

(c)  IPE  reported  as  status  code  3H  (i.e.>  idle  but  essential  to 
facility's  mission)  during  the  past  fiscal  year 
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Fig.  27— Sample  of  AIF  Statement  of  Revenue  and  Coiti 
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(d)  IPE  reported  as  acquired  (il.e.,  initially  reported  to  DHEC 
during  the  past  fiscal  year) 

'During  the  current  fiscal  year  the  equipment  manager  would  post 
the  equivalent  of  iteme(b),  (e),  and  (d),  preceding,  on  a  quarterly  basis, 
together  with  the  revenues  received  under  the  A IP.  During  semiannual 

walk-through  inspections  by  the  commanding  officer/ technical  director 

\ 

as  well  as  the  annual  CEMPR,  this  graph  would  be  reviewed  for  adherence 
to  the  correlation  anticipated. 

The  proposed  graph  would  serve  as  a  management  Indicator  in  two 
ways:  First,  it  would  provide  the  commanding  officer/ technical  director 
with  a  tool  for  judging  whether  his  employees  are  likely  to  have  been 
achieving  economies  resulting  from  a  lower  workload  and  equipment  being 
placed  in  an  idle  status  (e.g.,  lower  maintenance  cost)  and  whether  they 
have  been  adhering  the  DIPEC  reporting  requirement  for  status  code  3H. 
Secondly,  the  graph,  if  made  available  in  advance  of  the  equipment 
management  survey,  would  provide  the  team  with  a  broad  indicator  of 
management's  control  over-active  and.  idle  equipment  iri  the  face  of 
fluctuating  workloads. 

To  the  degree  that  an  activity  can  anticipate  its  workload  it 

should  be  able  to  anticipate  the  need  to  activate  or  acquire  IRE  or  to 

declare  it  excess  or  idle,  v),ith  experience  a  facility  could  use  such 

projections  in  graphic  or  raw  data  form  to  anticipate  the  rate  at  which 

IRE-  should  be  declared  idle  (i.e.,  status  co'de  3H),  and  monitor  actions 

accordingly.  - 

damnification  of  Definitions  of  Idle  and  Excess  Equipment  and 

Reporting  Requirements,  DSAM  4215*1.  To  clarify  the,  distinctions  that 

should  be  made  between  reporting  of  equipment  when  it  is  (l)  idle  but 

not  excess  to  the  mission  requirements  of  a  facility  and  (2)  idle  and 

excess  to  the  mission  requirements  of  a  facility,  the  following  changes 

14 

are  recomuended  to  ISAM  4215.1,  s 

Change  para  10218  as  follows:  ' 

Idle  IR .  Depending  on  the  holder  two 
distinctions  pertain: 

■  1.  IEE  in  the  possession  of  a  Defense  contractor, 

not  currently  being  utilized  b^t  being  allowed  to 

\ 

\ 
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remain  in  the  possession  of  the  contractor 
pending  completion  of  mobilization  planning 
or  foreseeable  requirements.  Such  IPE  will 
be  reported  to  DIPEC  under  status  code  4F. 

2.  IPE  in  the  possession  of  DOD  in-house 
installations  and  activities  not  currently 
being  utilized  or  utilized  intermittently, 
but  retention  by  the  installations  and 
activities  is  essential  for  mission  support. 

Such  IPE  will  be  reported  to  DIEEC  under 
status  code  3H. 

Change  "Section  V — Idle  Declarations"  to  "Section  V— Declarations 
of  Installation  or  Activity  Excess  Equipment." 

Change  paras  20501  and  20601  so  that  wherever  the  word  "idle"  appears 
in  relation  to  equipment  in  possession  of  an  installation  or  an  activity, 
there  is  substituted  the  term  "excess  to  the  needs  of  the  installation  or 
activity,"  or  the  equivalent,  as  suitable  to  the  general  wording  of  the 
sentence  in  question. 

Change  "Section  VI— Excess  and  Disposal  Reporting"  to  "Section  VI— 
DOD  Excess  and  Disposal  Reporting." 

Add: 

Section  VII— Idle  Reporting  20701-*'  Procedure 
1,  IPE  of  the  types  listed  in  Appendix  1A  will 
be  reported  on  DD  Form  1342  (two  copies)  to  DIPEC 
by  the  user,  through  required  intermediate  activity, 
at  the  time  any  of  the  following  conditions  apply: 

a.  the  activity  anticipates  no  change  in 
mission  but  does  anticipate  decrease  in  workload 
that  is  to  last  6  months  or  longer. 

b.  the  activity,  as  a  result  of  walk- through 
inspections  or  equipment  management  surveys, 
determines  that  IPE  has  become  idle,  or  that  certain 
IPE  can  be  pooled  thus  temporarily  relegating  other 
IPE  to  an  idle  status. 

Change  para  10219— "Idle  Report"  so  that  it  reads,  "...in  accordance 
with  paragraph  20701." 


Ill 


The  foregoing  changes  should  be  supplemented  by  a  general  review 
of  DSAM  421 5  •1’^  so  as  to  clearly  distinguish  between  a  DOE>/ DIPEC  concept 
of  what  "idle  HE"  and  "excess  HE"  consist  of  and  what  theBe  same  terms 
mean  to  a  DOD  component,  e.g.,  Arny,  sued  its  installations  and  activities. 

Most  Effective  Use  of  Army  Equipment  Surveys.  In  order  to  evaluate 
the  degree  to  which  AMC  facilities  are  adhering  to  current  requirements 
concerning  the  reporting  of  idle  and  excess  equipment  to  DIPEC,  the 
following  changes  are  recommended  to  Part  IV  of  the  proposed  CEMPR  Guide. 

Delete  paragraph  g.,  "Is  idle  out-of-use  IPE  reported  to  DIPEC  in 
10  days  as  required  by  AR  700-43, lJ+  and  para  5-5d,  AR  700-90?"11 

Add  the  following  paragraphs  in  lieu  of  paragraph  g: 

With  respect  to  IPE  that  is  idle  but  still 
essential  to  the  activity's  mission  need,  has 
the  activity  been  reporting  such  equipment  to 
DIPEC  under  status  code  3K? 

Has  the  activity  been  Identifying  idle 
equipment,  in  the  context  of  the  preceding 
question,  through  the  following  means: 

1.  Where  decreases  in  workload  are  to 
last  6  months  or  longer 

2.  At  time  of  semiannual  readings  of 
Installed  meters  the  utilization  rate  indicates 
possible  underutilization  and/or  potential 
pooling  possibilities 

3.  At  semiannual  walk-throughs  by  commanding 
of fleer/ technical  director 

Has  there  been  a  change  in  the  mission  of 
this  activity  affecting  equipment  needs  since 
the  last  CEMPR? 

If  yes  to  preceding  ’question  and  impact  is 
to  reduce  equipment  requirements: 

1.  Has  the  activity  reported  such  excess 
IPE  to  DIPEC  within  10  calendar  days  of  its 
becoming  idle? 

2.  Or  has  the  activity  made  adequate  plans  to  report 
such  equipment  reductions  when  the  equipment  becomes  idle? 
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SUMMARY 


In  this  chapter  two  major  problem  areas  have  been  identified,  i.e., 
underutilization  of  IPE  and  failure  to  report  IPE  to  DIPEC  or  failuie  to 
do  so  in  a  timely  fashion.  Xn  examining  these  problem  areas  a  distinction 
has  been  made  as  to  the  nature  of  these  problems  as  they  have  their  roots 
in  a  contractor-operated  environment  or  a  Government-operated  environment. 
The  degree  of  control  permitted  the  Amy  in  these  two  types  of  situations 
differs  significantly,  the  latter  permitting  greater  asset  visibility  and 
a  closer  control  since  ASPR  does  not  govern. 

In  examining  these  problems  as  they  apply  to  the  Army,  a  review  has 
been  made  of  pertinent  facets  of  the  Navy  and  Air  Force  systems.  This 
review  offered  little  of  note  other  than  the  observation  that  each  of  the 
military  services  views  the  subject!  of  utilization,  utilization  standards, 
utilization  of  Installed  meters  for  obtaining  usage  histories,  and  idle/ 
excess  reporting  in  a  different  light.  The  Air  Force,  for  example, 
although  recognizing  the  need  to  report  excess  IPE  apparently  reports  it 
to  DISC  in  accordance  with  MILSTRIP  requirements,  and  does  not  report 
excesses  to  DIPEC.  The  Air  Force  does  not  recognize  the  term  "idle"  as 
used  in  DSAM  ^21 5. l.^  One  point  on  which  there  was  concurrence  among 
all  three  services  was  that  anticipated  workload  was  the  prime  determinant 
in  IPE  retention/excess  decisions,  not  the  rate  at  which  an  item  had 
been  used. 

In  proposing  system  changes,  two  principal  topics  have  been 
addressed:  IPE  utilization,  and  reporting  of  idle  equipment.  The  sub¬ 
divisions  addressed  within  each  of  these  areas  together  with  the  related 
recommendations  have  been  summarized  in  Tables  10  and  11  respectively. 
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Chapter  6 

RESOLUTION  OJF  CRITICISMS  RELATING  TO 
EXCESSIVE  COSTS  OF  REPAIRS  TO  IPE  AND 
POOR  PREVENTIVE  MAINTENANCE  PRACTICES 

NATURE  OF  PROBLEMS/ CRITICISMS 

Arny  installations  and  contractors  have  been  criticized  from 
several  sources  for  noncompliance  with  AMC  guidance  on  repair  expenditure 
limitations  for  in-use  HE;  incurring  excessive  costs  for  and  making 
uneconomical  repairs;  not  screening  DIEEC  for  replacements  of  IPE  prior 
to  extensive  repair  or  rebuild;  and,  the  lack  of  uniform  maintenance 
standards,  record  keeping,  and  established  repair  cost  limitations.  In 
addition  the  Aray  has  been  cited  for  having  poor  preventive  maintenance 
(PM)  practices  for  in-use  IPE. 

CURRENT  SYSTEMS  AND  EVALUATION— ARMY 


Current  System.  Contractor-Operated  Facilities 

The  current  Army  maintenance  and  PM  system  for  contractor-operated 
facilities  is  shown  in  Fig.  28.  For  contractor-operated  facilities, 
maintenance  and  PM  requirements  are  specified  in  ASPR  contract  clauses 
[Ref  13,  7~ 702. 14-  (a  thru  f)  and  B-COO,  601,  and  602].  Paragraph  a 
of  7-702.14  calls  for  the  contractor  to  "perform  normal  maintenance  of 
the  Facilities  in  accordance  with  sound  industrial  practice,  Including 
protection,  preservation,  maintenance,  and  repair  of  the  Facilities,  and 
with  respect  to  equipment,  normal  parts  replacement.""^  paragraph  b 
requires  submission  by  the  contractor  to  the  contracting  officer,  for 
approval,  of  a  written  "proposed  normal  maintenance  program,  including  an 
appropriate  maintenance  records  system,"  Clause  B-101  places  responsibility 
for  approval  of  contractors'  programs  on  the  property  adninistratcr.  On 
approval  it  becomes  an  obligation  of  the  contractor  to  cirry  out  the 
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Fig.  2  &— Maintenance  and  PM  System — Co  litre  c  tar  Op«  rated  Facilities 


programs.  Clause  B-602  describes  some  of  the  required  details  of  the 
contractor's  maintenance  program,  particularly  for  PM,  and  also  covers 
disclosure  and  reporting  of  the  need  for  major  repair,  replacement,  or 
rehabilitation  of  Government-owned  equipment  and  the  need  for  providing 
records  of  maintenance  actions  and  inspections. 

ASPR  Supp  3  (Ref  15,  Annex  I,  Category  7),  describes  two  functional 
areas  of  maintenance  to  be  surveyed  once  a  year  by  the  Government  property 
administrator  at  the  contractor's  facility  to  determine  compliance  with 
the  approved  maintenance  program.  Hie  first  area  checks  the  adequacy 
of  PM  scheduling  and  record  keeping.  The  second  area  checks  the  adequacy 
of  scheduling  and  performance  of  inspections  for  capital-type  rehabilitation, 
accomplishment  of  such  actions  when  necessary,  and  record  keeping  including 
costs.  Requests  from  the  contractor  for  funds  for  capital  rehabilitation 
of  industrial  equipment  above  the  "normal  maintenance"  level  are  reviewed 
by  the  ACO,  with  the  assistance  of  various  technical  specialists.  If  the 
request  and  cost  estimates  are  viilid,  considering  the  age  and  efficiency 
of  the  equipment  and  the  expectation  of  continued  ubo  by  the  contractor, 
and  the  contractor's  need  is  urgent  or  repair  only  is  required,  the  ACO 
will  submit  the  request  directly  to  the  PCO  for  approval  and  authorization 
of  funds.  If  the  contractor's  need  is  not  urgent  and  the  equipment 
requires  rebuild  or  overhaul,  the  ACO  will  submit  a  DD  Form  ltlj  to  DIPEC 
requesting  clearance  in  accordance  with  the  requirements  of  AR  700-^3 
(Ref  14,  para  70301-l.a,  C.6),  If  a  replacement  is  available  and  accept¬ 
able  the  PCO  is  notified  to  provide  funds  for  shipment.  If  a  replacement 
is  not  available  or  not  acceptable  the  PCO  must  decide  whether  to  rebuild 
the  equipment,  borrow  a  similar  item,  or  request  approval  to  purchase  a 
new  item.  In  making  hla  decision  the  PCO  is  bound,  by  an  expenditure 
limit  for  repair  or  rehabilitation  of  "normally,  an  amount  not  more  than 
fifty  percent  of  the  acquisition  value  of  an  item  of  industrial  equip¬ 
ment.  . ,"^>^7  nowever  if  "the  required  and  essential  production 
schedules  would  not  permit  time  to  deliver  new  or  replacement  equipment,"  * 
the  limit  may  be  exceeded  to  obtain  an  immediate  repair  action. 

Current  Systems.  AMC- Ope rated  Facilities 

The  hierarchy  of  current  and  proposed  regulations  that  bear  on 
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maintenance  and  PM  activities  at  AMC  installations  is  shown  in  Fig.  29. 

The  DOD  level  directives  and  instructions  and  the  Artsy  regulations  provide 

general  concepts,  objectives,  and  policies  and  prescribe  responsibilities 

of  various  commanders  or  organizations.  An  exception  to  these  is  AR  37- 
46 

100-72,  in  which  the  statement  of  a  maintenance  expenditure  limit 
although  specific  is  minute  and  almost  invisible  among  the  description 
of  fiscal  codeB.  Another  exception  is  AR  750-33,  which,  although 
pertinent,  contains  detail  on  Hi  programs  that  appears  to  be  out  of 
place  in  an  Army  regulation.  At  tho  AMC  level  the  regulations  provide 
considerable  detail  on  maintenance  and  PM  programs,  including  responsi¬ 
bilities  of  installation  personnel  and  procedures  for  operating  the  system. 

Two  of  the  AMC  regulations  are  in  the  proposal  stage  although  RAC  has 

22 

been  told  the  'FipR  is  currently  being  applied  in  the  field.  AR  750-33 

10  4q 

has  been  held  up  pending  issuance  of  the  DODI,  and  AMCR  750-xx  *  has 

been  withheld  almost  2  years  awaiting  AR  750-33* 

The  presence  of  so  many  pending  elements  in  the  IFE  maintenance 

and  PM  systems,  aa  represented  by  the  unissued  regulations,  has  made  it 

difficult  for  RAC  to  do  more  in  this  area  than  provide  some  general 

conclusions  and  guidance  for  the  resolution  of  areas  of  conflict  or  to 

obtain  program  improvements .  The  DCSLOG  representative  to  the  Study 

Advisory  Group  (SAG)  requested  at  the  July  1971  SAG  meeting  that  the 

study  team  look  into  the  possibility  of  overlap  between  the  proposed 

50 

AR  750-33  and  the  existing  AR  750-1.  However,  time  was  not  available 

to  perform  sufficient  analysis  so  as  to  take  a  firm  position  on  the  matter. 

Preventive  Maintenance  at  AMC  Facilities.  The  current  system  for 

PM  of  in-use  IFE  at  AMC  installations  is  described  by  Fig.  30.  The  basic 

document  for  equipment  management  is  AMCR  700-64,^  which  prescribes  the 

formation  of  an  Equipment  Control  Branch,  within  the  Equipment  Management 

Office  at  an  installation,  and  the  branch's  responsibilities  for  develop- 

ing  local  PM  requirements  and  regulations.  AMCR  700-75  supports  and 

complements  AMCR  700-64  by  providing  instructions  for  a  uniform  automated 

10 

record  keeping  system  that  includes  both  PM  and  maintenance.  AMCR  700-75, 

however,  applies  only  to  Installations  identified  as  SPEED  depots.  Other 

inaixr  utions  not  now  equipped  with  a  computer  capability  are  to  be  covered 

49 

by  manual  procedures  contained  in  the  proposed  AMCR  750-xx.  Both 
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Fig.  30— Cuntnl  System  for  PM  of  In-Use  IPE 


AMCR  700-75  and  75>0-xx  refer  to  the  use  of  maintenance  and  PM  record 
forms  contained  In  TO!  38-750. ^ 

Approval  of  Maintenance  Expenditure  at  AMC  Facilities.  The  primary 
auditing  agency  complaints  in  the  maintenance  area  concerned  the  making 
of  uneconomical  repairs  or  incurring  expenditures  above  the  limit  of 
50  percent  of  acquisition  cost;  not  clearing  with  DIPEC  prior  to  mking 
such  repairs;  and  poor  record  keeping  for  maintenance  actions.  The  POD* 
Army,  and  AMC-level  regulations  previously  described  in  the  PM  area  also 
covered  maintenance,  and  descriptions  of  these  will  not  be  repeated, 
although  the  conclusions  pertinent  to  maintenance  will  be  repeated 
where  applicable.  The  following  paragraphs  will  stress  the  details  of 
the  current  system  for  approving  the  expenditure  of  funds  for  IPE 
maintenance,  since  the  adequacy  of  this  system  has  been  questioned  by 
auditing  agencies  at  AMC  arsenals,  depots,  and  laboratories. 

Bie  current  system  is  detailed  in  Pig.  31.  A  need  for  repair  results 
in  a  maintenance  request  and  a  cost  estimate  that  is  matched  against  the 
prescribed  limit.  At  the  same  time  a  determination  is  made  whether 
rebuild/overhaul  is  required.  If  the  repair  estimate  does  not  exceed 
the  limit  of  50  percent  of  acquisition  cost,  and  rebuild/overhaul  is  not 
required  the  installation  may  proceed  with  repair  using  their  OMA  funds. 

If  the  cost  estimate  exceeds  the  limit  and/or  rebuild/ overhaul  iB 
required,  and  the  need  is  too  urgent  to  await  DIPEC  clearance  for  a 
replacement  item,  the  repair  is  again  made  from  OMA  funds.  If  the  need 
is  not  urgent  the  procedure  prescribed  in  AR  700-43^  for  clearing  with 
DIPEC  is  followed,  resulting  in  either  an  acceptable  replacement  being 
available,  in  which  case  the  problem  is  resolved,  or  no  acceptable 
replacement  available,  which  gives  the  same  result  as  no  replacement  of 
any  kind  being  available.  The  latter  two  results  require  a  decision  by 
the  installation  to  (1)  borrow  a  similar  item  from  another  facility, 

(2)  attempt  to  procure  a  new  item  or  (3)  rebuild  the  failed  item  regardless 
of  repair  cost  limit.  Due  to  the  delays  involved  in  finding  an  acceptable 
item  for  loan  or  obtaining  approval  for  new  procurement,  rebuild  is  the 
most  likely  course  of  action,  resulting  almost  invariably,  in  excessive 
repair  costs. 
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Fig.  3f— Current  System  for  Approval  of  IPE  Maintenance  Expenditures 


Evaluation  of  Current  Systems 

Contractor-Operated  Facilities.  All  reviewing  agencies  reported 
deficiencies  in  maintenance  record  keeping,  excessive  coutn  for  repairs, 
and  uneconomical  repairs  made  by  contractors.  The  ASPR  requirement  for 
Initial  approval  by  the  FA  of  the  maintenance  program  submitted  by  the 
contractor  should  provide  the  opportunity  for  determining  that  a  contractor' 
program  is  adequate.  There  were  no  complaints  by  reviewing  agencies  in 
| this  area.  The  complaints  pertained  to  Insufficient  Implementation  of 
the  program,  but  the  PA's  annual  survey,  if  competently  \ done,  plus 
periodic ^informal  checks  should  provide  sufficient  control  in  this  urea. 

The  primary  area  of  conjplaint  was  the  lack  of  control  of  costs  for 
repair  or  Rehabilitation.  Responsibility  for  expenditure  of  funds  rests 
solely  with  the  PCO.  He  should  be  aware  of  the  limits  on  expenditures 

and  the  urgency  of  the  contractor's  needs  when  making  his  decision. 

\ 

However,  there  is  no  control  on  the  maximum  amount  that  may  be  spent  for 
repair  or  rehabilitation  once  the  limit  is  exceeded  nor  is  there  a  means 
for  recording  the  Justification  for  an  expenditure  above  the  limit  for 
use  in  a  possible  review  by  an  auditing  agency. 

Preventive  Maintenance  at  AMC  Facilities.  ,  The  current  system  for 

PM  lacks  any  feedback  to  h4  AMC ' that  wpuld  indicate  that  the  various 

* 

Installations  have  indeed  complied  with  the  requirements  for  developing 
a  local  PM  program.  ^  There  is  a  void  where  no  detailed  Instructions 
presently  exist  for  other  than  SPEED  depots.  The  existence  of  proposed 

IPE  management  regulations  at  both  Amy  and  AMC  levels  poBes  a  problem 
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that  must  be  resolved.  TM  3O"750>  In  its  statement  of  scope,  excludes 
application  to  IPE.  1 

Approval  of  Maintenance  Expenditures  at  AMC  Facilities.  The  system 
lacks  control,  documentation  of  excessive  expenditures,  and  sources  of 
information  useful  to  improved  decision  making.  It  also  suffers  from  the 
lack  of  definition  of  expenditure  limits  that^was  evident  in  the  prior 
discussion  of  contractor-operated  facilities.  Some  of  the  conclusions 

•  i 

from  t^ie  contractor-operated  facilities  area  and  PM  areas  are  equally 
applicable  to  this!  area. 


CURRENT  SYSTEMS  AND  EVALUATION-HJAVY/AIR  FORCE 

To  identify  any  ideas  that  might  be  profitably  adapt, “d  to  Army  needs 
in  attempting  to  improve  the  Arny  maintenance  and  PM  systems,  a  very 
brief  review  was  made  of  existing  Air  Force  and  Navy  systems  currently 
serving  the  same  purpose. 

Navy  System  and  Evaluation 

Within  the  Naval  Air  Systems  Command  each  activity  has  its  own  PM 
program,  the  contents  of  which  are  locally  determined.  There  exists  no 
guiding  document  at  present  to  prescribe  PM  practices  for  all  activities. 
However,  an  assignment  was  recently  made  to  one  of  the  field  activities 
to  design  an  automated  program  for  PM  that  would  be  applicable  to  all 
activities.  The  command  states  that  they  observe  the  requirement  to 
clear  with  DIPEC  prior  to  rebuild/overhaul  but  rebuild  requires  approval 
from  Headquarters.  The  command  will  obtain  a  quotation  from  the  manu¬ 
facturer  prior  to  committing  themselves  to  any  rebuilding  and  will 
consider  replacement  as  an  alternative.  Usually  they  will  replace  due 
to  the  age  of  the  equipment  and  the  technological  state-of-the-art 
advantages  that  may  be  obtained.  The  funds  for  rebuilding  come  from  the 
Naval  Industrial  Fund.  If  repair  cost  is  less  that  $5000  the  Commanding 
Officer  at  an  activity  can  make  the  decision  to  repair  without  Headquarters' 
approval.  If  the  cost  exceeds  40  percent  of  acquisition  cost  DIPEC 
must  be  cleared  first. 

At  the  Naval  Ship  Systems  Command,  PM  procedures  are  covered  in 
detail  in  a  1959  regulation.  Approximately  2  years  ago  one  of  the  shipyards 
was  requested  to  develop  a  new  set  of  automated  procedures  for  PM  but  the 
task  has  not  been  completed.  In  this  command,  PM  is  also  covered  by  the 
Naval  Industrial  Fund.  There  is  no  limit  on  expenditures  for  repairs; 
approval  Is  necessary  only  at  the  shipyard  level.  However,  this  command 
stresses  the  recording  of  maintenance  costs  for  each  item  of  IFE,  and  any 
analysis  for  replacement  of  an  item  will  be  based  on  the  utilization  of 
the  item  plus  its  maintenance  cost  record  in  addition  to  urgency  of  need. 

The  command  states  that  they  observe  the  requi recent  to  clear  with  DIPEC 
prior  to  rebuild. 

Overall,  AMC  Is  ahead  of  the  Navy  in  automating  PM  procedures.  In 
the  maintenance  area  the  use  of  maintenance  cost  history  as  background 
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to  repair/ replacement  decisions  appears  to  be  useful,  and  the  recording 
of  this  type  of  data  has  been  suggested  earlier  in  this  chapter. 

Air  Force  System  and  Evaluation 

In  the  Air  Force,  maintenance  of  in-use  IFE  is  accomplished  in-house 

at  the  various  AMAn.  Guidance  for  maintenance  activities  is  contained  in 
27 

AF  Manual  6 7-1.  1  It  is  the  AF  policy  to  condemn  an  item  of  equipment 
rather  than  repair  It  if  the  estimated  cost  to  repair  exceeds  6 5  percent 
of  the  stock  listed  unit  cost,  which  is  current  catalog  or  replacement 
cost. 

PROPOSED  SYSTEM  CHANGES 

Contractor-Operated  Facilities 

Since  evaluation  of  the  maintenance  aspects  of  the  current  system 
for  contractor-operated  facilities  indicates  that  the  primary  control 
point  for  rehabilitation  coats  is  the  PCO,  any  improvements  must  be 
related  to  his  funation.  Several  conclusions  have  been  reached  in 
attempting  to  improve  the  current  system.  The  proposed  changes  are  shown 
with  dotted  lines  on  Fig.  32. 

First,  it  is  desirable  to  prevent  unnecessary  or  uneconomical  repairs 

from  being  made  when  a  replacement  may  be  available  from  DIFEC.  As  it 

14 

currently  reads,  paragraph  70301  of  AR  700-43  requires  clearance  with 
DIFEC  only  prior  to  rebuild  or  overhaul,  these  being  assumed  equivalent 
to  rehabilitation.  A  repair  action  does  not  at  present  require  clearance 
with  DIPEC  even  if  a  major  repair  is  involved.  This  is  clearly  not  the 
intent  of  AR  700-43,  and  this  loophole  should  be  closed.  RAC  has  been 
Informed  by  DSA  that  change  7  to  AR  700-43  will  require  clearance  with 
DIFEC  prior  to  "major  repairs"  of  active  IFE  as  well  as  for  rebuild/ over¬ 
haul.  This  change  will  close  the  gap  if  "major  repair"  is  suitably 
defined. 

An  attempt  has  been  made  to  define  a  major  repair  in  a  draft  of  a 
proposed  DODI  on  the  establishment  of  repair  eligibility  criteria  for 
in-use  IFE.'*'’  In  the  draft  document  a  major  repair  is  defined  as  one 
that  "exceeds  40  percent  or  $8000,  whichever  is  less  of  the  standard 


Fig.  32— Proposed  Mointenonce  and  PM  System— -Contractor-Operated  Facilities 


inventory  coat"  (Ref  55,  Sec  III,  para  A5).  The  standard  inventory  cost 
is  a  current  or  replacement  cost  for  the  item.  Since  the  Aroy  wishes  to 
base  its  expenditure  limit  for  IPE  on  acquisition  cost  rather  than  replace¬ 
ment  cost  a  second  conclusion  must  be  that,  for  Army  purposes,  the 
definition  of  "major  repair"  given  in  the  proposed  DQDI  should  be  based 
on  acquisition  cost  to  preclude  the  need  for  obtaining  or  computing  a 
replacement  cost.  Establishment  of  a  definition  of  major  repair  is  a 
requirement  for  effective  control  of  repair  costs  and  it  should  be 
Included  in  the  definition  section  of  AR  700-^3^  for  ready  reference. 

A  third  conclusion  is  that  the  use  of  acquisition  cost  as  a  base 

la 

for  computing  expenditure  limits,  a3  stated  in  AR  37-100-72,  is  in 

zA 

direct  conflict  with  AR  750-27  and  its  subsidiary  technical  bulletins, 
which  prescribe  expenditure  limits  for  determining  the  economic  repair- 
ability  of  Arny  matoriel  and  use  a  percentage  of  replacement  cost  as  a 
reference  point.  This  conflict  might  be  resolved  by  placing  in  AR  750-27 
a  statement  that  it  does  not  apply  to  IRE,  assuming  that  it  is  indeed 
the  Arny's  Intention  to  provide  different  bases  for  repair  eligibility 
for  items  of  supply  other  than  IPE. 

A  fourth  conclusion  is  that  sonse  control  is  needed  on  repair  costs 
that  are  estimated  to  exceed  the  expenditure  limit  and  are  approved  by 
the  PCO  owing  to  urgent  scheduling  requirements.  It  is  suggested  that, 
any  costB  that  would  exceed  the  expenditure  limit  should  require  the 
additional  approval  of  the  head  of  the  procurement  activity  at  the 
major  subordinate  command.  This  procedure  would  ensure  that  the  reasons 
for  exceeding  the  limit  are  clearly  stated  and  have  been  validated. 

A  fifth  conclusion  is  closely  related  to  the  last  one.  It  would 
require  that  in  all  cases  the  POO  record  the  reasons  for  exceeding  the 
expenditure  limit  and  send  a  copy  of  this  record,  including  the  signature 
of  the  head  of  the  procurement  office  involved  to  the  property  administrator 
to  be  filed  with  maintenance  records  for  the  item  of  IPE  in  question. 

The  records  would  then  be  complete  and  would  be  available  for  review  at 
a  later  tin«  in  the  event  of  an  inquiry  by  an  auditing  agency. 

A  sixth  conclusion  is  that  the  actual  coBts  of  repair  or  rebuild/ 
overhaul  should  be  recorded  and  compared  with  the  original  cost  estimate 
by  the  ACO  for  the  information  of  the  PCO.  It  is  possible  that  the  reason 
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f or  exceeding  repair  expenditure  limits  is  because  estimates  are  lover 
than  the  actual  costs.  The  comparison  procedure  suggested  would,  over 
time,  provide  a  measure  of  the  accuracy  of  estimates,  and  lead  to  any 
necessary  Improvements.  This  comparison  should  be  required  only  on  a 
temporary  basis,  for  perhaps  I  year,  and  could  be  eliminated  if  it  is 
shown  that  estimating  is  not  a  problem  or  if  sufficient  data  are  made 
available  from  the  comparison  to  resolve  any  apparent  problem.  Although 
the  comparison  may  be  discontinued  after  serving  its  purpose,  recording 
the  actual  cost  of  repairs  on  the  maintenance  record  for  each  item  of  IPE 
should  be  continued.  The  maintenance  cost  record  would  be  a  useful  gage 
of  the  performance  of  the  item  that  could  be  reviewed  during  any 
consideration  of  possible  replacement  instead  of  additional  repairs. 

Preventive  Maintenance  at  AMC  Facilities 

Two  alternative  systems  are  proposed  for  iuir> roving  PM  management 
as  shown  In  Figs.  33  and  3^*  The  only  variation  between  them  is  that 
Alternative  1  (Fig.  33)  assumes  that  the  Army-level  regulation  will 
survive  and  that  Alternative  2  (Fig.  34),  assumes  the  AMC  regulation 
will  survive.  The  study  team's  position  is  that  one  or  the  other  of 
these  regulations  is  sufficient;  both  should  not  be  required.  Several 
proposals  and  conclusions  are  independent  of  these  two  regulations, 
however,  and  these  will  be  discussed  first. 

It  is  proposed  that  each  AMC  installation  send  copies  of  both  its 

PM  and  maintenance  regulations  back  to  HQ  AMC  (lfi£>)  as  evidence  of 

19 

compliance  with  AMCR  700-64.  These  submissions  should  be  updated 

annually  if  any  changes  have  occurred  and  provide  a  starting  basis  for 

the  annual  CEMPR  by  describing  the  programs  whose  implementation  is  to 

39 

be  reviewed.  A  second  proposal  is  to  revine  AMCR  700-75  to  be 
applicable  to  all  major  AMC  installations,  not  Just  SPEED  depots.  In 
conjunction  with  this  proposal  the  automation  of  both  maintenance  and 
PM  procedures  should  be  placed  on  the  AMC  schedule  for  all  major 
installations.  Automation  of  these  procedures  would  eliminate  much  of 
tile  tedious  and  time-consuming  paperwork  involved,  improve  the  timelineee 
and  accuracy  of  record  keeping  and  place  all  major  AMC  installations  on 
the  same  basis  with  regard  to  maintenance  and  PM  aspectB  of  equipment 
management. 
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pjg.  33 _ Proposed  Sy.*«  far  PM  »-U«  V*  «*  U,trfl«ti«,-Alt««tiv.  1 
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An  additional  proposal  is  that  DA  develop  a  publication  in  the  750 
series,  such  as  a  technical  bulletin,  that  would  contain  guidance  for 
installation  PM  procedures  for  all  "types  of  IPE.  This  publication 
could  Incorporate  the  PM  details  currently  included  in  the  proposed  AR 
750-  33^  for  tastalvorking  equipment",  and  would  require  the  addition  of 
guidance  for  nonmetalworking  equipment.  Such  a  publication  would  satisfy 
in  part  the  implications  of  para  70201  of  AR  700-43114'  with  regard  to 
establishment  of  sound  PM  practices. 

Of  the  two  alternatives  depicted  in  Figs.  33  «hd  34,  if  the  Arny 

chooses  to  retain  an  IPE  publication  at  the  AR  level.  Alternative  1  will 

oe  a  desirable  course  of  action.  It  is  RAC's  conclusion  that  the  proposed 

AMCR  750-xx^  would  be  necessary  only  to  provide  interim  manual  procedures 

until  automation  of  the  various  installations  is  completed.  It  is  also 

48 

suggested  that,  in  this  case,  AR  750-33  be  published  without  the  PM 

5I4 

details  (suggested  for  separate  publication)  and  using  the  TM  38-750' 
maintenance  and  PM  record  forms  rather  than  the  new  forms  proposed.  These 
conclusions  were  reached  because  PM  details  appear  inappropriate  for  an 
AR,  as  previously  discussed,  and  because  the  TM  38-750  forms  appear  to 
be  adequate  for  the  purpose  intended,  are  already  part  of  the  Amy 
maintenance  system,  and  are  already  part  of  the  prescribed  procedures 
described  in  AMCR  700-75^  for  the  automated  system.  To  eliminate  a 
current  conflict,  para  1-3.6  of  TM  38-750  should  be  revised  to  strike 
out  the  exclusion  of  IPE. 

If  the  Army  chooses  to  eliminate  the  proposed  AR  750*33  in  favor 

50 

of  another  regulation,  such  as  AR  750-1,  then  Alternative  2  would  be 
the  preferred  course  of  action.  In  that  case  it  is  the  study  team's 
conclusion  that  the  proposed  AMCR  750- xx  be  issued  in  a  form  Including 
the  stronger  language  and  coverage  of  AR  750-33,  including  the  interim 
manual  procedures  for  FM  and  maintenance,  but  without  any  of  the  PM 
details  suggested  for  separate  publication.  As  it  presently  stands, 

AMCR  750-xx  is  a  sketchy  document  that  would  benefit  considerably  from 
an  infusion  of  the  wording  of  AR  750-33,  assuming  that  the  AR  is  not 
published. 
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Approval  of  Maintenance  Expenditures  at  AMC  Facilities 

The  proposed  system  la  shown  in  Fig.  35 •  It  shows  a  feedback  of 
actual  repair  or  rebuild  costs  to  the  estimators  for  comparison  with  cost 
estimates  to  determine  if  the  problem  is  one  of  poor  estimating.  This 
proposal  is  the  same  as  that  made  for  contractor- ope rated  facilities  and 
again  would  be  temporary  until  recognition  or  resolution  of  the  problem. 
Again,  the  recording  of  actual  repair  costs  for  each  item  of  IEE  should 
be  continued  even  after  the  need  for  a  comparison  with  estimates  Is  past. 
It  has  been  suggested  that  such  maintenance  cost  data  be  centrally 
recorded  by  DITEC  on  files  that  would  be  made  available  to  each  service 
as  desired.  The  study  team  believes  that  such  central  files  would  be 
very  seldom  used  and  that  recording  of  maintenance  costs  should  remain 
a  .local  matter  for  each  installation. 

A  second  proposed  action  is  to  differentiate  between  a  repair  "d 

.  Ik 

a  major  repair  and  to  have  AR  TOO- 43'  revised  to  require  screening  of 

DIPEC  for  major  repair  in  addition  to  rebuild/ overhaul.  As  previously 
noted  under  contractor-operated  facilities,  change  T  to  AR  TOO-431,1*  is 
supposed  to  include  recognition  of  major  repair,  and  the  proposed  DQDI 
will  define  it.  An  additional  proposal  is  to  reference  in  AR  700-43 
the  use  of  SB  9-226^  to  identify  items  of  IFE  that  are  not  to  be 
repaired. 

The  study  team  has  also  concluded  that  a  control  is  needed  when  a 
failed  item  of  IPS  requiring  major  repair,  reDuild,  or  overturn!  is  so 
urgently  needed  that  there  is  not  time  to  clear  with  DIPEC  before  making 
the  repair.  In  this  circumstance  it  is  suggested  that  the  reasons  for 
the  urgency  be  recorded  and  approved  by  the  production  manager,  laboratory 
director,  or  equivalent  at  other  installations,  before  making  the  repair. 
The  approved  reasons  for  the  decision  should  then  be  filed  with  the 
maintenance  record  for  the  item  for  possible  future  reference. 

Another  proposal  for  improving  the  system  would  be  applied  when 
an  installation  lias  requested  a  replacement  from  DIPEC  and  none  is 
available  or  replacements  offered  by  DIPEC  are  not  acceptable  to  the 
installation.  In  this  situation  it  is  suggested  that  DIPEC  be  asked  to 
supply  some  additional  information  to  assist  the  installation  in  deciding 
on  a  course  of  action  among  procuring  a  new  item,  borrowing  from  another 
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Fig.  35 — Proposed  Systco  for  Approval  of  IPE  Mi'itonnneo  Expenditures 


installation,  or  rebuilding  the  failed  item.  DIFEG  should  be  required 
to  compute  the  reutilization  value  percentage  (HVP)  for  the  failed  item, 
and  to  list  similar  items  that  are  currently  in  Codes  3H  and  4F  in  the 
DE7EC  files.  This  information  would  establish  the  desirability  of  ' 
repairing  the  item  and  provide  a  source  of  possible  loan  candidates. 

The  study  team  has  concluded  that  when  the  decision  to  buy,  loan,  or 
rebuild  has  bean  made  a  further  control  is  required,  to  validate  the 
decision.  This  control  would  be  approval  of  the  decision  by  the 
Director  of  I&S  at  AMC  major  subordinate  commands  or  approval  at  an 
equivalent  level  at  other  installations. 

With  regard  to  the  overall  system  for  maintenance  it  is  concluded 

ag 

that,  as  in  the  area  of  preventive  maintenance,  AM3R  700-75  should  be 
revised  to  make  it  applicable  to  all  major  AMC  installations  and  that 
the  automation  of  maintenance  record  keeping  at  these  installations  be 
scheduled  as  rapidly  as  possible. 

A  final  conclusion  is  that  maintenance  and  HI  practices  at  AMC 
installations  will  not  be  substantially  improved  until  the  status  of  the 
related  draft  publications  at  DOB,  Amy,  and  AMC  levels  is  resolved  and 
the  directions  to  be  followed  at  these  installations  become  clarified. 

SUMMARY 

Two  general  problem  areas  were  addressed,  one  pertaining  to 
conditions  leading  to  excessive  expenditures  for  repair  of  in-use  IPE, 
the  second  relating  to  deficient  or  nonexistent  PM  programs  for  IPE. 

In  reviewing  these  problem  areas  a  distinction  was  tnade  between 
policy  and  procedure  as  applied  to  contractor-operated  facilities  and 
to  AMC-operated  facilities.  With  respect  to  contractor-operated  facilities 
the  provisions  of  ASPR  were  noted  to  govern  repair,  rebuild,  and  overhaul. 
Criticism  by  auditing  agencies  in  this  environment  was  limited  primarily 
to  lack  of  control  over  repair,  rebuild,  and  overhaul  resulting  in 
excessive  costs  for  rehabilitation.  The  PCO  was  identified  by  RAC  as 
the  key  individual  for  exerting  the  needed  control.  Another  conclusion 
was  the  existence  of  a  loophole  in  AR  700-43, ^  namely,  the  current 
requirement  to  screen  DIPEC  when  rebuild  or  overhaul,  of  IPE  is  involved 
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but  not  vhen  a  major  repair  is  involved.  Several  additional  conclusions 
were  made. 

With  respect  to  the  two  problem  areas  being  addressed  and  their 
application  to  AMO- ope rated  facilities,  note  was  taker,  of  the  considerable 
degree  of  flux  that  currently  exists  with  respect  to  pertinent  DOD,  DA, 
and  AM 0  instructions  or  regulations.  Some  have  been  pending  for  as  long 
as  2  years. 

PM  at  AMD  facilities  is  governed  through  various  AMCRs  within  the 
AMC  Equipment  Management  Program  with  the  Directorate  of  I&S  as  the 
proponent.  Currently  no  effective  control  exists  to  ensure  that  AMD 
facilities  have  instituted  a  preventive  maintenance  program  in 
accordance  with  AMOR  700-64. 

With  respect  to  the  problem  of  excessive  IPE  maintenance  coots  at 
AMD-operated  facilities,  specific  manifestations  of  this  problem 
included  uneconomical  repairs  or  incurring  expenditures  above  the  limit 
of  50  percent  of  acquisition  oost,  not  clearing  with  DIEEC  prior  to 
incurring  such  costs,  and  related  poor  record  keeping.. 

Tables  12  and  13  summarize  the  system  changes  that  are  proposed 
to  alleviate  or  eliminate  the  major  IFE  maintenance  problems  being 
addressed  in  contractor-operated  and  AMC-operated  facilities,  respectively. 
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Chapter  7 

MANAGEMENT  OF  INDUSTRIAL  PLANT  EQUIPMENT 
AND  EQUIPMENT  MANAGEMENT 


NATURE  OF  FROBLEM/CRITICISMS 

An  additional  problem  was  assigned  to  the  RAC  study  team  by  the  Chief 
of  Staff ,  HQ  AMC.^  The  Chief  of  Staff  basically  was  interested  in 
examining  the  possible  organization  alternatives  within  AMC  that  would 
permit  the  integration  and  control  of  all  IIE  activities  under  a  single 
management.  RAC  was  instructed  to  pey  particular  attention  to  the  question 
of  consolidating  all  IH3  activities  under  ISA  or  the  Production  Equipment 
Agency,  both  physically  located  at  Rock  Island,  Ill. 

The  basis  of  this  problem  is  t';  be  found  in  the  AAA  report  of  November 
1969  which  stated: 

d.  Decentralizations  of  the  Army's  management  of 
IJE  was  a  factor  in  many  of  the  problem  areas  noted  during 
the  audit.  No  single  organization  or  activity  served 
as  the  focal  point  for  overall  Army  management  policies, 
procedures  and  supervision.  Prior  to  the  creation  of  DIIEC. 
the  Army  centralized  most  IFE  management  responsibilities 
in  the  U.  S.  Army  Production  Equipment  Agency  (PEQUA). 

With  DIFECe  formation,  FEQUA  retained  responsibility  only 
for  technical  advice  and  assistance  in  the  IFE  area;  the 
.Army's  management  responsibilities  were  vested  separately 
among  the  individual  major  and  subordinate  commands  and 
activities.  Although  possessing  about  93  percent*  of  the 
Amy's  IEE,  the  U.  S.  Army  Materiel  Command's  (USAMC's) 
management  responsibilities  were  decentralized  among  its 
Headquarters  directorates,  the  offices  within  these  direc¬ 
torates  and,  in  turn,  to  the  various  subordinate  commands 
and  activities  (Ruf  para  2d). 

The  RAC  study  team  found  the  condition  of  decentralization  described 
by  the  AAA  to  be  quite  accurate.  This  quota! '.on  is  examined  in  more 


*Study  team  analysis  of  DIFEC  reports  revealed  97  percent  to  be  the 
current  figure. 
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detail  later  In  this  chapter.  However,  the  conditions  described  above 
were  not  cited  in  any  of  the  other  reports  that  were  the  baBis  for  isolation 
of  critical  or  major  IH2  management  problems  such  as  those  addressed  In  the 
last  five  chapters.  Although  the  AAA  report  contained  the  above  statement, 
it  was  not  presented  in  the  nature  of  a  problem  requiring  specific  correc¬ 
tive  action.  However,  the  RAC  study  team  considers  the  relatively  high 
degree  of  decentralization  of  IPE  management  together  with  a  marked 
scarcity  of  feedback  on  Bystsm  performance  to  be  contributing  causes  of 
many  of  the  problems  treated  in  the  document.  Further,  the  RAC  study  team 
considers  the  resolution  of  both  of  these  problems  to  bo  fundamental  to 
any  short-  or  long-term  resolution  of  the  types  of  problem  addressed  in 
the  preceding  chapters. 

In  addressing  this  subject  area  the  study  team  pursued  a  course  of 
first  examining  the  structure  Internal  to  the  Army  under  which  IRE  is 
managed,  with  particular  attention  being  given  to  the  AMC  organizational 
structure.  A  review  was  made  of  the  Air  Force  and  Navy  organizational 
structures,  in  similar  fashion.  In  performing  this  review  it  quickly 
became  apparent  that  IPE  and  capital  equipment  In  general  was  managed 
radically  differently  among  the  three  services.  It  also  was  recognized 
that  in  order  to  cope  with  the  problem  concerning  the  most  feasible 
organization  structui’e  through  which  to  manage  IPE,  one  had  to  address  the 
broader  questions  of  organizational  missions  and  equipment  management. 

ARMY  ORGANIZATIONAL  STRUCTURE  FOR  MANAGING  IPE 

Figure  5  (repeated  here  for  the  reader's  convenience)  portrays  the 
principal  activities  within  LA  that  participate  actively  in  some  function 
of  IPE  management.  At  the  DA  level  the  only  activity  the  study  team  could 
identify  as  actively  participating  in  IPE  management  functions  was  within 
the  Deputy  Chief  of  Staff  Logistics  area.  This  office  had  been  promul¬ 
gating  policy  on  IPE  management  as  it  related  to  the  Industrial  Preparedness 
Program.  However,  such  policy  only  affects  the  arsenals  and  contractor 
facilities  at  the  AMC  level,  and  has  no  impact  on  AMC  facilities  ouch  as 
laboratories,  maintenance  depots,  proving  grounds,  etc. 

Before  addressing  the  elements  within  AMC  that  are  concerned  directly 
with  IPE  management,  a  distinction  was  made  so  that  several  management  tasks 
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Fig.  5 — (Repeated  forth*  reader  s  eonvenimee) 


could  be  recognized:  planning,  programming,  and  budgeting  (PPB),*  the 
promulgation  of  policy,  particularly  that  relating  to  the  use  of  capital 
equipment  needed  to  perform  against  approved  PPB;  executing  agalnBt  the 
approved  PPB:  and  controlling  so  as  to  ensure  that  the  manner  of  execution 
is  in  conformance  with  what  was  planned,  programmed,  and  budgeted. 

Control  of  the  PPB  aspects  of  IPE  management  rests  at  the  HQ  AMC 
level  with  three  principal  directorates:  The  Directorate  of  R&P,  which 
has  responsibility  for  the  PEMA  funds;  the  Directorate  of  RDE,  responsible 
for  RDTE  funds;  and  finally,  the  Directorate  of  Maintenance,  which  haB 
responsibility  for  OMA  funds.  Each  of  these  three  types  of  funds  tends  to 
relate  primarily  to  one  or  at  the  most  two  types  of  AMC  facility.  Ar¬ 
senals  are  the  main  users  of  PEMA -funded  IPE;  the  depots  are  the  main  users 
of  OMA -funded  IPE;  and  the  laboratories  and  proving  grounds/test  centers 
are  the  main  users  of  RDTE -funded  IPE.  Since  PEMA  funds  are  used  to  obtain 
all  the  IPE  associated  with  the  ammunition  plants,  arsenals,  and  contractor- 
operated  facilities  as  well  aB  a  portion  of  the  IPE  used  by  maintenance 
depots,  the  Directorate  of  R&P  has  tended  to  dominate  IPE  matters  within  HQ 
AMC. 

With  respect  to  proposed  policies  that  relate  to  (a)  IPE  management 
and  (b)  the  ability  to  execute  against  current  or  future  programs ,  the 
directorates  controlling  the  f\uids  are  the  ones  who  propose,  review,  and/ 
or  approve  the  proposed  policy.  In  the  case  of  proposed  policies 
affecting  IPE  in  laboratories  and  proving  grounds/test  centers,  ;he  Deputy 
of  Laboratories  and  TECCM  have  review  and  approval  authority. 

Neither  the  Directorate  of  R&P,  RDE,  nor  Maintenance  has  line  control 
of  the  activities  that  are  users  of  IKS.  The  Deputy  of  laboratories  has 
cognizance  over  the  laboratories,  and  the  Test  and  Evaluation  Command  over 
the  proving  grounds/teBt  centers,  not  the  Directorate  of  RDE.  The 
Special  Assistant  for  Depots  has  cognizance  over  the  depots,  not  the 
Directorate  of  Maintenance.  The  commodity  commands  that  govern  the  arsenals, 
report  to  the  Offices  of  the  Commanding  Gcneral/Deputy  Commanding 
General,  HQ  AMC. 

It  is  worth  noting  that  within  the  Directorate  of  R&P  two  divisions 
participate  actively  in  IPE  management.  The  Procurement  Policy  Division 
concentrates  on  policy  matters  relating  to,  among  other  things,  IPE 
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management  in  the  contractor  environment.  The  Industrial  Preparedness 
Division,  among  other  things,  is  responsible  for  consolidating  for  PPB 
purposes  FEMA- funded  equipment  requirements,  including  IPS,  but  excluding 
REMA-funded  IFE  to  be  used  in  maintenance  depots. 

The  emphasis  for  the  three  Directorates  described  above  is  on  broad 
PPB  and  control.  When  IIE  is  addrer-ed  by  them,  it  is  generally  subsumed 
under  an  important  program  such  as  modernization  and  replacement,  manu¬ 
facturing  methods  and  technology,  facilities  layout,  etc. 

FEQUA  is  a  Class  II  activity  that  reports  to  the  Directorate  of 
R&P,  HQ  AMC.  The  primary  mission  of  this  activity  is  to: 

a.  Serve  as  the  central  point  of  contact  within  AMC 
for  engineering  and  technical  assistance  and  consultative 
services  to  all  elements  of  AMC  concerned  in  the  investi¬ 
gation  and  utilization  of  new  and  improved  manufacturing 
techniques,  processes,  and  equipment  under  the  AMC 
Manufacturing  Technology  Program. 

b.  Maintain  and  promote  within  AMC  knowledge  of 
the  latest  manufacturing  trends,  technology,  and 
equipment. 

c.  Serve  as  tho  central  agency  for  providing  technics  1 
coordination  and  assistance  to  all  DA  commands,  installations, 
and  activities  in  the  management  Of  production  equipment 

and  other  IIE. 

d.  Provide  the  focal  point  within  AMC  for  the  machine 
tool  industry,  technical  associations,  other  industrial 
organizations,  and  knowledgeable  personnel  of  Government 
departments  and  agencies  to  propose  new  techniques  and 
processes  for  evaluation  relative  to  applicability  in 

the  production  of  military  materiel  (Ref  S9>  P  3)* 

H3QUA  is  largely  limited  to  those  activities  falling  within  the  Indus¬ 
trial  Preparedness  Program.  This  would  encompass  approximate ly  80  percent 
of  all  active  and  layaway  IPE  undor  the  control  of  AMC.  IEQUA  consists 
of  a  staff  of  approximately  31  persons,  65  percent  of  whom  are  engineers 
and  technical  specialists.  Those  personnel  ara  concerned  primarily  with 
the  coordination  and  evaluation  of  proposed  layaway  programs,  modernization 
programs,  and  manufacturing  methods  and  technology  programs,  all  related 
to  the  broader  industrial  preparedness  program.  Although  PP1QUA  had 
participated  in  a  number  of  modernization  studies  relating  to  maintenance 
depots,  this  function  has  effectively  been  transferred  to  the  Maintenance 
Support  Center. 
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ISA  is  ulso  a  Class  II  activity.  This  agency  reports  to  the 
Directorate  of  I&S,  HQ  AMC.  ISA's  mission  is: 

a.  To  serve  as  the  technical  arm  of  the  Directorate,  I&S 
HQ  AMC. 

b.  To  provide  engineering  assistance  and  consultive 
services  to  all  elements  of  AMC  in  the  management  of  com¬ 
munications  facilities  and  phyoical  plants  of  AMC  and 
logistical  support  services  incident  to  the  operation  of 
AMC  Installations  and  activities  (Ref  60,  p  3). 

Of  particular  interest  to  this  study  is  the  prime  function  of  the 

Equipment  Management  Branch  of  this  agency: 

Provide  operational  management  and  evaluation  of  equipment 
management  programs  at  all  AMC  installations  and  activities. 

The  areas  of  interest  include,  but  will  not  be  limited  to, 
operation,  maintenance,  utilization,  modernization,  redis¬ 
tribution,  repair,  replacement,  inspection  and  calibration 
of  Installation  equipment,  processing  Htbles  of  Distribution 
and  Allowances,  and  approving  requests  for  equipment  in 
excess  of  authorized  allowances  (Ref  60,  p  24)* 

This  agency  is  authorized  approximately  114-  personnel,  51  percent  of 
whom  are  engineers,  scientists,  and  technical  specialists.  Hie  degree 
of  expertise  in  production  equipment  matters  is  much  less  than  in  H2QUA. 

Hie  AMC  Equipment  Management  Program  will  be  discussed  in  greater  detail 
shortly.  It  is  to  be  noted  that  in  describing  the  mission  of  ISA  a  reason¬ 
ably  accurate  description  has  been  given  of  the  scope  of  the  staff  res¬ 
ponsibilities  of  the  parent  Directorate  of  I&S,  HQ  AMC. 

AIR  force/navy  ORGANIZATIONAL  STRUCTURES  FOR  MANAGING  TIE 

Air  Force  Structure 

Figure  36  highlights  the  principal  organizational  elements  within 
the  Air  Force  relating  to  IPE  management.  There  is  a  pronounced  dichotomy 
within  this  service  with  respect  to  its  types  of  activity.  At  the 
Department  of  Air  Force  level,  DCS  R&D  is  concerned  with  contractual  effort 
(e.g.,  COCO  and  GQCO),  as  well  as  those  Air  Force  military  activities 
engaged  in  R&D.  DCS,  Systems  &  Logistics  (DSC  SyB  &  Log),  is  concerned 
with  all  other  Air  Force  facilities.  The  counterpart  of  the  DCS  R&D  at 
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Fig.  36 — Air  Force  Organizational  Structure  Pertaining  to  IPE  Manor 


the  next  level  down  ie  the  A F  Systems  Command,  which  controls  in  a  line 
capacity  the  test  and  special  weapons  centers,  the  laboratories,  and  the 
management  of  contracts  relating  to  R&D  as  well  as  production  efforts# 

The  A?  Logistics  Command  is  the  counterpart  of  the  DCS  Sys  &  Log, 

This  command  controls  the  AMAs  which  are  somewhat  analogous  to  the  Army's 
commodity  commands  minus  their  R&D  missions.  At  Headquarters,  AF  Logistics 
Command,  the  Directorate  of  Materiel  Requirements  under  the  DCS  Materiel 
Management  plays  a  key  role  in  equipment  management.  As  was  pointed  out 
in  an  earlier  chapter,  the  Air  Force  does  not  report  in-use  IEE  to  DIFEC. 
Thus,  AFEMS  includes  IPS  within  it,  along  with  all  other  nonexpendable 
equipment  with  a  unit  cost  of  £40  or  more.  AFEMS  will  shortly  be  compared 
with  the  Army's  Equipment  Management  Program. 

Navy  Structure 

Figure  37  represents  still  another  markedly  different  organizational 
structure— the  Navy's.  Although  there  exists  at  the  Department  of  the  Navy 
staff  level  the  office  of  the  Deputy  Chief  of  Naval  Operations  (Logistics), 
this  office  does  not  concern  itself  with  IPE,  per  se. 

The  AMC  counterpart  within  the  Navy  is  the  Naval  Material  Command. 

At  the  staff  level  within  this  command  there  is  a  dichotomy  that  is 
similar  in  degree  of  differentiation  to  that  of  the  Air  Force.  IPE  In  the 
hands  of  contractors  is  administered  through  the  Contracts  Administration 
Division  of  the  Deputy  Chief  of  Naval  Material-Procurement  and  Production, 
but  IH2  in  Naval  facilities  is  controlled  by  the  Directorate  of  Installations 
and  Industrial  Resources  under  the  Deputy  Chief  of  Naval  Material  Logistic 
Support.  The  various  system  commands— the  closest  Navy  counterpart  to  the 
Army's  commodity  commands— perform  in  a  line  capacity  to  the  Chief  of 
Naval  Material.  The  biggest  users  of  IFE  within  the  Navy  are  reported, 
to  be  the  Air  Systems  Command,  the  Ordnance  Systems  Command,  and  the 
Ship  Systems  Command.  Only  the  broadest  guidance  is  disseminated  from  the 
DCNM  level.  Each  rystems  command  is  organised  uniquely  and  interprets 
the  DCNM  policy  and  guidance  for  application  to  the  facilities  under  its 
control.  The  Naval  laboratories  are  controlled  by  the  Dii’ector  of 
Navy  Laboratories  under  the  DCNM  for  Development. 

Although  not  represented  on  Fig.  39?  the  Comptroller's  Office  at  the 
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Fig.  37— Navy  OrganUatlonal  Structure  Pertaining  to  IPE  Management 


Secretary  of  the  Navy's  level,  as  well  as  the  various  fiscal  offices  at 
each  level  within  the  Navy,  participates  In  the  management  of  I  PE.  The 
Comptroller  la  the  proponent  of  the  Naval  Comptroller's  Manual  (MVCCMIMAN),1^ 
which  will  he  treated  further  when  the  Navy's  equipment  management  system 
Is  described. 

EQUIPMENT  MANAGEMENT  SYSTEMS— ARMY/AIR  FORCE /NAVY 

In  examining  the  subject  of  equipment  management  system,  the  RAC 
study  team  wished  to  determine  to  what  extent  I  PE  was  managed  as  a  separate 
group  of  equipment.  This  line  of  inquiry  waB  largely  dictated  by  the  fact 
that  the  study  team  was  not  convinced  that  a  separation  of  IPE  management 
from  other  equipment  management  as  implied  by  the  Chief  of  Staff's  directive 
Is  the  most  effective  way  to  manage  IPE. 

The  Army  Equipment  Management  Program 

Equipment  In-Use  at  AMC  Military  Facilities.  As  the  AAA  report  has 
indicated,  the  Army  does  not  have  a  focal  point  at  the  DA  level  from  which 
policy  emanates  on  the  subject  of  IPE  management.  The  same  holds  true  for 
equipment  in  general.  Although  DCSLOG  has  published  AR  70O-9O'L'1'  which 
addresses  certain  aspects  of  IPE  management,  the  regulation  is  limited  in 
application  to  the  Industrial  Preparedness  Program.  Army  regulations 
relating  to  various  aspects  of  equipment  management,  e.g, ,  authorizations, 
property  accounting,  utilization,  maintenance,  disposal,  etc.,  exist  in 
profuse  numbers  but  their  proponents  are  located  throughout  DA  Btaff. 

However  within  the  AMC,  The  Directorate  of  Installations  and  Services 
has  responsibility  for  maintaining  an  Equipment  Management  Program.  This 
program  has  existed  almost  since  the  inception  of  AMC  itself.  The  program 
is  directed  at  the  effective  management  of  all  installation  equipment 
at  all  AMC  major  subordinate  commands  and  all  separate  installations 
and  activities  reporting  directly  to  HQ  AMC.  The  term  installation 
equipment  is  described  as: 

...All  nonexpendable  equipment  other  than  real  property, 
fixed  plant  communication  equipment,  and  non-appropriated 
fund  property  in  use  by  an  installation  or  activity  to  ac¬ 
complish  or  support  an  assigned  mission. 

IE  includes  all  equipment  requiring  authorization 
under  the  installation  or  activity  TDA  or  other  applicable 
equipment  procurement  or  acquisition  authority  (Ref  13,  p  l). 
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The  Equipment  Management  Program  specifically  encompasses  responsibil¬ 
ity  for  major  aspects  of  the  following  processes;  authorisation,  acquisition, 
utilisation,  redistribution,  modernization,  maintenance,  disposition,  and 
property  book  accountability.  However,  the  program  is  directed  at  in-use 
equipment,  and  related  in  no  way,  for  example,  to  equipment  in  layaway 
lines.  In  addition,  the  Equipment  Management  Program  relates  only  to  in- 
use  equipment  in  military-operated  facilities. 

An  extremely  important  feature  of  the  Equipment  Management  Program 
is  that  an  organizational  concept  accompanies  it.  AMC  direction  provides 
that  centralized  control  over  the  execution  of  this  program  will  exiBt 
at  each  AMC  activity  and  installation,  and  this  control  will  be  exercised 
by  the  equipment  manager.  In  the  case  of  the  AMC  depotB,  DA  Pamphlet 
570-566,  "Staffing  Guide  for  U.S.  Army  Depots,"^1  provides  a  suggested 
organization  structure  for  carrying  out  the  directive  on  centralized 
control  of  the  Equipment  Management  Program.  Figure  38  has  been  extracted 
from  this  pamphlet. 

The  Rook  Island  Arsenal  was  in  the  process  of  instituting  an  organiza¬ 
tional  change  during  one  of  the  study  visits  to  that  activity.  Although 
the  Equipment  Management  Program  had  existed  for  years,  and  the  title 
Equipment  Manager  had  been  assigned  to  an  individual,  this  arsenal  had 
never  established  an  organizational  entity  to  effectively  carry  out  the 
spirit  of  the  program.  An  Equipment  Management  Branch  was  established  at 
the  arsenal  In  December  1970  (Pig.  39  )•  Its  functions  are  as  follows; 

(1)  To  assure  that  sufficient  serviceable  equipment  is  available; 
that  minimum  equipment  inventories  are  maintained;  that  equipment  is  main¬ 
tained  in  the  most  economical  manner;  that  equipment  is  operated  at  lowest 
cost;  that  economic  repair  is  made  of  unserviceable  economically  repairable 
equipment;  that  excess  equipment  is  properly  condition  coded;  and  that 
calibration  is  made  of  test  and  measuring  equipment. 

(2)  To  maintain  the  arsenal's  TJDA  for  all  installation  equipment. 

(3)  To  manage  the  Iffi  program  by  providing  guidance  to  operating 
divisions  for  controlling  acquisitions,  retentions,  and  disposals. 

(4)  To  develop  programs  for  disposal  of  tools,  dies,  etc. 

(5)  To  obtain  approval  for  capital  equipment  in  TDA. 

(6)  To  perform  command  inspections  of  the  installation  property 

book. 
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Fig.  38—Propostd  Orgoniiation  for  Army  Dapot  Equipment  Managamant  Program 
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(?)  To  maintain  TAMMS  system  for  installation  equipment. 


(8)  To  coordinate  plans  and  management  data  for  the  preparation  of 
OMA  arid  HIMA  budget  estimates,  forecasts,  and  projections  for  installation 
equipment  and  industrial  papnt  equipment. 

(9)  To  administer  approved  funded  cost  programs. 

Figure  40  is  the  organizational  structure  the  Directorate  of  I&S,  HQ 
AMC,  suggests  AMC  activities  adopt  internal  to  their  organizations.  Tha 
depots  and  Hock  island  structure  both  conform  closely  to  this  suggested 
form.! 


In  summary,  although  not  all  AMC  activities  have  established  organi¬ 
zational  elements  with  the! responsibility  for  controlling  the  Equipment 
Management  Program,  the  concept  already  exists  within  AMC  for  controlling 
the  large  majority  of  the  processes  tlpat  are  a  pert  of  a  comprehensive  in- 
use  capital  equipment  management  program,  including  IFE. 

In  reviewing  the  AMC  Equipment  Management  program  the  RAC  study  team 
observed  a  number  of  shortcomings  including  the  following: 

(1)  In  its  application  the  program  fails  to  distinguish  any  relative 
degree  of  importance  among  a  vast  array  of  equipment. 

(2)  There  is  a  myriad  of  AMC  regulations  each  treating  relatively 
small  portions  of 'the  program. 

(3)  There  io  a  strong  tendency  in  the  program  to  emphasize  control 
of  equipment  in  TDA  and  TOE  only.  (Much  IPS,  particularly  in  the  arsenals, 
is  not  carried  on  such  documents.) 

Until  the  past  few  months  the  program] failed  to  emphasize  the  singular 

nature  of  IRE  as  a  part  of  installation  equipment.  A  number  of  steps  have 

been  taken  by  the  Directorate  of  I&S  in  attempts  to  correct  this  situation. 

Government -Owned  Equipment  In  Use  at  Contractor  Plants.  In  the 

contractor  environment  the  A3FR  governs  almost  exclusively  as  far  as  any 

\  Government-owned^  equipment  management  program  is  concerned.  This  subject 

I  has  been  covered  repeatedly  in  earlier  chapters  and  will  not  be  repeated 

here.  At  the  present jtime  there  are  discussions  being  carried  on  between 

representatives  of  the  Directorates  of  I&S  and  R&P,  HQ  AMC,  and  ACSFOR 

o2 

concerning  the  requirement  in  para  2-40  of  AR  310-49"'  to  document 

\ 

certain  GOCO  equipment  in  a  TDA.  The  equipment  manager  at  the  AMC  major 
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Fig.  40 — Directorate  l&S,  HQ  AMC,  Sugg  cited  Equipment  Management  Organizational 
Structure  for  Operating  Activitiei 
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subordinate  command  letting  the  contract  would  have  the  responsibility  j' 

to  ensure  that  this  provision  Is  carried  out.  But  by  reason  of  the 
terms  of  ASFR  and  the  contract,  that  is  the  farthest  extent  to  which 
he  could  effectively  operate.  ^ 

Inactive  Equipment.  Within  AMC,  inactive  organizational  equipment, 
other  than  that  in  the  military  supply  system  or  in  the  process  of  being  a. 

transferred  out  of  the  A nay  system  or  disposed  of,  is  almost  invariably 
associated  with  layaway  lines.  Layaway  lines  are  comprised  of  both  IKE 
as  well  as  sizable  amounts  of  non-IEE.  Chapter  S  of  this  document  reveals 
how  the  management  of  layaway  lines  at  the  HQ  AMC  level  and  higher  levels 
tends  to  emphasize  only  tlie  IPS  portion  of  the  line  because  the  DQD 
certification/recertification  process  emphasizes  only  the  IEE  portion. 

Layaway  lines  exist  not  only  in  AMC  facilities  such  as  arsenals, 
but  in  contractor-operated  plants  as  well.  layaway  lines  stored  in  AMC 
facilities  are  officially  accounted  for  under  the  property  accountability 
system  of  the  facility  in  which  stored.  Under  the  concept  of  the  Equipment 
Management  Program,  if  carried  out  as  intended,  the  equipment  manager 
would  be  the  property  accountable  officer. 

Layaway  lines  stored  at  contractor-operated  plants  are  covered  by  a 
so-called  "storage  contract."  The  terms  of  the  contract,  rather  than 
the  terms  of  ASPR,  govern  what  the  contractor  is  to  do  with  respect  to  the 
stored  IFE  and  non-IPE. 

The  Air  Force  Equipment  Management  System 

Through  AFEMS,  which  is  administered  by  AFLC,  the  Air  Force  has  achieved 
a  uniform  program,  both  as  to  concept  and  organization  for  the  management 
of  its  organizational  in-use  equipment  base.  AFEMS  centers  around  the 
concept  of  controlling  all  organizational  nonexpendable  equipment  world¬ 
wide  through  AFLC,  exclusive  of  equipment  in  the  hands  of  contractors. 

AFEMS  includes  the  following  aspects  of  equipment  management:  allow¬ 
ances,  authorizations,  accountability  and  responsibility  from  receipt 
through  '  ’-ansfer,  reporting  of  equipment  authorized  and  on  hand,  require¬ 
ments  computation,  utilization,  quality  control,  and  redistribution. 

In  a  fashion  comparable  to  the  structure  that  accompanies  the 
AMC  Equipment  Management  Program,  a  rigid  organizational  concept  lias  been 
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instituted  to  carry  out  AFEMS.  This  structure  extends  from  the  AFIC  level 
down  to  the  base  level.  At  the  major  command  level  there  la  a  Command  Equip¬ 
ment  Management  Office  (CEMO),  and  at  the  base  level,  there  is  a  EEMO. 

Figure  4l  illustrates  this  relation.  UnliJce  the  Army,  the  Air  Force  has 
publicized  its  worldwide  equipment  management  system  in  a  single  document, 
AJM  67-1#  Vol  IV. 2 ^  However,  this  manual  limits  its  recognition  of  IEE 
to  three  subparagraphs  governing  code  identification  of  IEE  in  the  AFEMS 
records,  instructions  on  requisitioning  DIIEC  for  IEE,  and  instructions 
on  reporting  excess  IFE  to  DIEEC  (Ref  27,  p  18-8). 

Since  the  concept  of  layaway  lines  has  only  recently  been  adopted  by 
the  Air  Force  no  effort  was  made  to  determine  thuir  method  of  managing  the 
equipment  contained  therein. 


The  Navy’s  concept  of  equipment  management  consists  of  controlling  all 
Navy  equipment  worldwide  through  the  "Comptroller’s  Manual"  (NAVCOMBJAN).^ 
Chapter  6  of  this  manual  identifies  four  classes  as  encompassing  all 
Navy  property: 


Property  Class  1  Land 

Property  Class  2  Buildings,  Structures,  and  Utilities 

Property  Class  3  Equipment  Other  than  Industrial 

Plant  Equipment 

Property  Class  4  Industrial  Plant  Equipment 

The  Navy  is  the  only  service  that  requires  that  IPS  be  identified  in  such 
a  relatively  precise  fashion.  The  manual  further  requires  the  DD  1342  be 
used  as  the  property  accountable  record  for  not  only  property  class  b  but 
property  class  3  as  well.  This  undoubtedly  was  of  benefit  to  the  Navy  in 
recent  years  when  DOD  was  instrumental  in  having  some  new  Federal  supply 
classes  added  and  some  deleted  in  the  definition  of  IEE. 


Within  the  "Naval  Comptroller’s  Manual, "  Chapter  6,  there  is  also 

contained  the  majority  of  stipulations  governing  the  requirements  for 

1  it 

reporting  to  DIEEC.  Although  DSAM  4215.1  has  been  published  as  a  tri¬ 
service  document,  the  Navy  has  seen  fit  to  repeat  much  of  this  regulation  in 
its  NAVCCMEMAN.  With  respect  to  IEE  management,  the  RAC  study  team  found 
this  manual  to  be  the  most  concise  and  clearly  worded  of  the  regulatory 
documents  of  all  three  services  on  the  subject  of  IH2  management. 


155 


RAC 


Major  Command 


'A.FEMS  Organizational  Concept 


The  Navy  Comptroller's  Manual  ia  more  restricted  in  its  scope  as  far 
as  a  comprehensive  equipment  management  program  1b  concerned.  The  principal 
processes  covered  under  this  manual  are:  acquisition,  accountability 
and  responsibility,  reporting,  physical  inventory,  identification  of  I  IE, 
and  IE2  requirements  determination.  Outside  these  function,  e.g., 
maintenance,  utilization,  administration  of  approved  funded  cost  programs, 
etc,  responsibilities  are  fragmented  among  different  activities.  There 
is  no  uniform  structure  at  the  system  command  level  in  administering  a 
broad  program  of  equipment  management.  At  the  activity  or  installation 
level,  the  "Comptroller’s  Manual"  is  generally  administered  by  the  Supply 
and  Fiscal  Department. 

In  discussions  with  personnel  at  the  systems  command  level  of  the 
Navy  who  had  responsibility  for  equipment  management,  it  was  revealed  that 
areas  not  encompassed  by  the  NAVCCMBHAN  were  satisfied  by  a  variety  of 
lettertype  instructions  to  the  field. 

CONSIDERATIONS  IN  ATTEMPTING  TO  INTEGRATE  ALL  HE  ACTIVITIES  UNDER  SINGLE 
MANAGEMENT 

(a)  Taken  literally,  integration  of  all  IPE  activities  under  a  singl'- 
management  would  entail  a  consolidation  of  planning,  programming  and 
budgeting  as  presently  performed  for  PEMA,  RDTE,  and  OMA  funds.  Figure 

42  identifies  the  various  budget  project  account  and/or  subaccount  codes 
used  to  authorize  procurement  of  IFE.  The  Judgment  must  be  made  as  to 
whether  the  estimated  return  benefit  would  be  worth  the  estimated  cost 
of  such  a  move,  assuming  it  were  practical  no  attempt  to  do  so. 

(b)  Such  integration  implies  the  consolidation  in  one  area  for  pur¬ 
poses  of  equipment  management  of 

(1)  IPE,  active  and  in  layaway  lines,  in  contractor-operated 
facilities. 

(2)  IPE,  active  and  in  layaway  lines,  in  Government -operated 
facilities. 

Since  equipment  management  in  each  area  is  governed  by  an  almost 
entirely  different  set  of  regulations,  e.g.,  DOD/DA/AMC/maJor  subordinate 
command /and  installation  legislations  compared  with  DOD/DSA/DCAS/contrr,ctor 
regulations  anu  procedures,  a  major  upheaval  of  personnel  and  established 
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lines  of  communications  would  have  to  take  place.  Again,  the  question  must 
he  answered,  is  the  estimated  cost  of  such  a  move  likely  to  result  in  an 
equal  or  greater  benefit? 

(c)  Since  equipment  modernisation  programs  exist  in  all  four  types 
of  facility,  i.e.,  maintenance  depots,  arsenals,  laboratories,  and  proving 
grounds/test  centers,  integration  as  proposed  in  the  Chief  of  Staff  memo¬ 
randum  implies  the  consolidation  of  modernization  missions  currently  scattered 
among  EtiQUA,  the  Maintenance  Support  Center,  the  Deputy  for  Laboratories, 

and  the  Directorate  of  RDE.  Is  it  possible  to  remove  such  a  critical 
function  from  the  organizational  environment  directing  the  overall  mission, 
and  not  degrade  the  quality  of  the  modernization  program  or  increase  the 
difficulty  in  formulating  such  a  program? 

(d)  The  KAC  study  team  found  no  difficulty  in  either  the  Air  Force 
or  Navy  in  identifying  organizational  elements  responsible  for  IEE  manage¬ 
ment  once  it  was  made  clear  whether  a  contractor  or  military  facility 

was  involved. 

(e)  The  AAA  criticisms  cited  on  the  first  page  of  this  chapter  deserve 
closer  scrutiny: 

(1)  Regarding  the  point  that  no  single  organization  or  activity 
served  as  the  focal  point  for  overall  Army  management  policies,  procedures, 
and  supervision:  no  evidence  was  presented  by  the  AM  to  show  how  this 
would  be  achieved,  nor  was  there  any  evidence  to  indicate  what  specific 
problem  areas  would  have  benefited  from  a  single  organization  acting 

n.B  a  focal  point.  The  implication  was  that  somehow  the  problems  would  not 
have  been  aB  groat  if  a  single  activity  had  been  governing  Army  management 
policies,  procedures,  and  supervision. 

(2)  Regarding  the  point  that  prior  to  DIIEC  (1963)  the  Army 
centralized  most  IFE  management  responsibilities  in  FEQUA:  PEQUA'a  role 

as  a  part  of  the  old  Ordnance  Corps  was  played  in  an  organizational  context 
altogether  different  from  that  of  the  present.  FEQUA  at  that  time,  as  at 
present,  had  no  responsibility  for  any  equipment  in  laboratories,  depots, 
or  training  centers. 

All  the  criticisms  dealing  with  failure  to  report  to  DIEEC,  and 
these  constitute  a  sizable  part  of  the  AAA  criticisms,  could  not  have  been 
made.  The  variety  of  items  required  to  be  reported  In  1963  were 


much  less  than  at  the  time  of  the  AAA  audit  In  1968-1969. 

HSQUA's  responsibilities  were  primarily  to  serve  in  a  central  record- 
keeping  capacity  for  production  equipment,  i.e,,  Federal  Bupply  group  34, 
and  in  an  auditing  capacity  concerning  how  using  facilities  were  managing 
production  equipment.  Table  14  lists  the  RAG  study  team's  identification 
of  HE  management  functions  and  compares  PEQUA'g  role  before  establish¬ 
ment  of  DIPEC  with  respect  to  (l)  IPE  policy  formulation,  and  (2)  IRE 
procedure  writing.  This  table  doss  not  confirm  the  implication  of  near 
total  coverage  of  IRE  management  contained  in  the  AAA  statement. 

(f)  Seme  additional  categorization  of  the  numerous  criticisms  of  the 
methods  used  by  AMC  facilities  in  managing  IPE  is  possible.  A  number  of 
criticisms  were  the  result  of  varying  interpretations  as  to  what  con¬ 
stituted  IPE.  RAC  views  other  criticisms  as  resulting  from  the  failure 

of  the  AMC  Equipment  Management  Program  regulations  to  directly  address  IRE. 
Instances  can  also  be  cited  of  confusing,  contradictory,  overlapping,  and 
nonexistent  regulations  or  directives  at  all  levels  of  the  system.  The 
BA  staff  level  has  contributed  to  ■‘•hese  criticisms  by  its  failure  to  recog¬ 
nize  and  fill  the  void  that  exists  with  regard  to  a  policy  statement  on  the 
need  for  a  comprehensive  equipment  management  and  IPE  management  program 
or  programs.  Some  of  the  criticisms  can  be  traced  to  the  profusion  of 
memorandums  at  the  DOD/DSA  level  and  associated  prolonged  periods  of  in¬ 
decision  when  faced  with  the  need  to  take  a  stand  on  controversial  questions. 
The  large  majority  of  criticisms,  however,  concern  the  failure  of  operating 
activities  to  adhere  to  published  policy  and  procedure. 

(g)  Any  advantages  that  may  accrue  to  IRE  management  in  the  Air  Force 
or  Navy  as  a  result  of  the  former's  centralization  of  Its  equipment 
management  function  or  the  latter's  decentralization  of  itB  equipment 
management  function  is  not  apparent  to  the  RAC  study  team.  The  criticisms 
of  all  three  services  in  their  management  of  IRE  by  auditing  agencies 
offers  little  that  favors  one  service's  organizational  concept  over  another's 
in  more  effective  management  of  IRE. 

(h)  With  regard  to  HQ  AMC  placing  responsibility  for  integrated 

IPE  management  in  either  the  Directorate  of  R&P  or  PEQUA,  such  a  move  would 
involve  them  in  elements  outside  their  present  mission,  e.g.,  in  matters 
concerning  OMA- funded  programs,  and  RDTE-funded  programs.  In  RAC's  opinion 
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♦Those  marked  ,ryes"  indicate  that  FEQIIA  had  responsibility  for  writing  the 
regulations  governing  this  area  of  IIU  management  and  insuring  that;  activities 
adhered  to  then. 


It  would  also  Involve  them  In  the  formulation  of  a  large  amount  of 
relatively  petty  detail  as  implied  In  formulating  the  procedural  aapects 
of  property  accountability,  requisitioning,  IM  reoorda,  etc.  Bather  than 
concentrate  on  Integrating  and  controlling  the  Industrial  Preparedness 
Program,  their  main  mlaalon,  the  directorate  and/or  HQUA  would  be  forced 
to  dlBaipate  their  currently  shrinking  manpower  on  a  relatively  minuscule 
portion  of  its  own  program,  and  the  programs  of  others. 

(i)  Table  15  is  a  partial  listing  of  the  AMC  regulations  pertaining 
to  the  management  cf  equipment  controlled  by  the  Directorate  of  I&S,  HQ  AMC. 
Inherent  in  the  concept  of  integrating  equipment  management  In  an  activity 
other  than  the  Directorate  of  I&S  or  ISA  would  be  the  need  to  duplicate 

a  sizable  number  of  these  regulations  in  order  to  recognize  TPR  as  a 

separate  class  of  equipment.  Were  a  single  regulation  In  existence  within 

17 

AMC  it  might  be  possible,  as  In  the  NAVCOMIMAN,  to  set  up  a  special  class 
of  property  to  cover  IIE  in  military  facilities  and  a  special  section 
dealing  with  procedures  peculiar  to  IIE.  However,  the  generation  of  a 
special  set  of  regulations,  or  even  of  a  single  regulation,  for  IIE 
management  may  create  that  much  more  of  a  burden  at  the  AMC  activity/ 
installation  level. 

(j)  As  was  mentioned  previously,  AMC  activities  and  contractors  are 
the  holders  of  the  vast  majority  (over  9&f>)  of  Army  IIE.  As  derived  from 

the  DIIEC  SF-5  Report,  dated  31  May  1971,  Table  16  Identifies  the  distribution 
of  IIE  within  AMC  by  HQ  AMC  program  directors,  principal  types  of  using 
organizations,  and  by  quantity  and  related  dollar  value.  The  Directorate 
of  Requirements  and  Procurement  (R&F)  controls  the  program  governing  bhe  hulk, 
both  in  quantity  and  dollar  vr  AMC  IIE. 

Table  17  expands  on  i.hc  in-  •>, nation  to  the  extent  that  it  reveals 
the  relative  proportions  of  total  t;*uipwent  holdings  of  the  various  types 
of  activities  funded  under  the  AMC  Industrial  Preparedness  Program.  This 
program  is  controlled  out  of  the  Directorate  of  R&P>  HQ  AMC.  This  chart 
compares  IIE  versus  non-IPE,  as  well  as  designates  whether  the  holding 
activity  is  a  GOGO  or  GOCO/COCO  facility.  The  implication  in  this  latter 
joint  being  whether  or  not  the  AMC  Equipment  Management  Program  governs 
■<  *  opposed  to  ASPR.  (Although  the  data  for  Table  17  is  from  a  source 
document  dated  approximately  one  year  earlier  than  the  source  document 
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Table  15 

AMCRs  REIATING  TO  MANAGEMENT  OP  INSTALLATION  EQUIPMENT 
Number  Title 

56-I  Utility  Railroad  Equipment 

56-2  Operation  and  Use  of  Harbor  Craft  and  Amphibious 

38-2  Maintenance,  Repair,  and  Replacement  of  Commercial  Design  Vehicle 0 

58-5  Administrative  Motor  Services  Cost  and  Performance  (RCS-CSGLD-l4o4) 

70-16  Management  of  Research  and  Development  Laboratories  and  Activities 

95-6  Management  of  AMC  Internal  Aircraft  Fleet 

385-2  Accident  Reporting  -  Routing  of  Required  Reports 

385-6  Motor  Vehicle  Seat  Belts 

385-lCO  Safety  Manual 

420-19  Testing  and  Inspecting  Unfired  Pressure  Vessels 

700-9  Army  Metrology  and  Calibration  System 

700-22  AMC  Pliant  Equipment  and  Machine  Tool  Replacement 

700-64  Equipment  Management  Program 

700-69  Supply  Discipline 

700-75  Installation  Equipment  Management 

710- 4  Army  Aircraft  Inventory,  Status,  and  Flying  Time  (RCS-AMC-I30) 

711- 8  Maintenance  of  Authorized  Stockage  Lists 
700-82  Installation  Equipment  Utilization  Management 
735-2  Pricing  Policy 

735-3  Tool  Crib/Room  Control  of  Current  Service  Tools  and  Minor  Nonexpendable 
Equipment 

735-5  Mechanization  of  Installation  Property  Books 

735-6  Installation  Operating  Equipment  Program  (RCS-AMCTS-143 ) 

750-5  Command  Maintenance  Management  Inspections 

750-13  Equipment  Maintenance  Shop  Authorization 

750-25  Inspection,  Testing  and  Maintenance  of  Lifting  Devices 

750-41  Management  of  Test,  Measurement  and  Diagnostic  Equipment  TMDE 

755-9  Redistribution  and  Acquisition  of  Excess  Installation  Equipment 
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Table  16 


DISTRIBUTION  OF  AMC  IPE  HOLDINGS  BY  QUANTITY  AND  DOLLAR  VALUE 


KQ  AMC 

Principal 

Program 

•types  of  Using 

Directors 

Organizations 

Requirements 

Contractors, 

and  Procurement 

Arsenals, 

Maintenance 

Ammunition 

Plants 

Maintenance 

Deputy  for 

Depots 

Laboratories 

Laboratories 

Mi  sc. 

Total 


CMC) 


Quantity 

jl 

Dollar  Value 
( in  millions ) 

JL 

87,533 

81.8 

$1,121.0 

91.0 

8,808 

8.2 

55*0 

4.5 

10,770 

10.0 

55.0 

4.5 

,116 

—  — ■ 

.4 

107,227 

.  100. 0 

$1,231.4 

100.0 
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for  Table  16,  the  relative  distribution  in  the  Table  17  would  not  have  j 

changed  fluff iciently  to  alter  the  point  about  to  be  made.)  ■* 

Tab^e  17  reveals  that  87#  of  AMC's  total  equipment  holdings 
under  the  Industrial  Preparednese  Program  are  In  COCO  plants  (Part  A).  In  ) 

addition,  of  these  total  holdings  51$  are  non-IFE  (Ra.rt  B),  To  the  limited 
(  ertent  that  tbs  Directorate  of  R&P  controls  ASH!,  the  letting  of  contracte  j 

for  the  operation  and  maintenance  of  these  activities,  and  the  Industrial 
Preparedness  programming  and  budgeting,  the  Directorate  of  R&P  manages  I 

both  IFE  and  non-IPE  in  these  facilities. 

With  respect  to  the  remaining  13#  of  AMC  Industrial  Preparedness 
Program  combined  IH5  and  non-IPE  holdings,  the  planning,  programming,  and 
budgeting  for  this  equipment  is  controlled  by  the  Directorate  of  R&P,  while 
the  AMC  Equipment  Management  Program  would  govern  for  the  largo  majority  of 
IRE  management  functions  described  previously  in  Table  14. 

■  Historically  then,  the  Directorate  cf  R&P  through  its  Procurement  j 

Policy  Division  and  the  Industrial  Preparedness  Division  (and  lte  ante¬ 
cedents)  have  had  the  responsibility  for  exercising  the  bulk  of  managerial 

1 

planning  and  control  over  the  bulk  of  AMC's  IFE. 

CONCUJSIONS 

Within  the  AMC  complex  IPE  is  found  to  be  rather  all  pervasive.  IFE 
is  used  in  the  execution  of  a  variety  c.f  programs  utilizing  FEMA,  RDTE,  and  , 

OMA  funds.  The  AMC  field  activities  executing  these  programs  span  several 
major  organizational  activities  at  the  headquarters  level.  Integration  of 
the  PFB  aspect  of  FEMA,  RDTE,  and  OMA-funded  IPS  management,  is  obviously 

l 

not  a  solution.  IFE  management  is  a  means  toward  an  end,  not  an  end  in 
itself.  In  addition,  detailed  examination  of  the  criticisms  that  have 
been  leveled  against  the  Army  concerning  IPE  management  reveal  that  they 
occur  primarily  in  the  execution  phabe,  i.e,,  the  manner  in  which  individual 
operating  elements  manage  their  holdings  of  IFE.  A  critical  problem  from 
the  headquarters  viewpoint  is  its  inability  to  effectively  control  the 
manner  in  which  activities— arsenals,  laboratories,  depots,  etc — are 
maintaining  property  accounts,  maintenance  records,  utilization  records,  etc. 

In  the  preceding  chapters  numerous  suggestions  have  been  made  concerning 
needed  corrections  or  modifications.  These  suggestions  involve  a  sizable 
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number  of  regulations  and  a  great  number  of  diverse  proponents  of  such 
regulations.  A  synthesis  of  these  regulations  is  needed,  a  point  that 
reinforces  the  desirability  of  integrating  not  Just  IH3  management  but 
equipment  management  within  AMC. 

The  intense  pressure  that  has  been  brought  to  bear  on  the  Army  because 
of  the  deficiencies  in  IPS  management  places  HQ  AMC  in  very  great  danger 
of  losing  perspective.  Regardless  of  the  volume  of  criticism,  IfE 
must  be  recognized  as  being  only  a  part  of  a  much  broader  AMC  facilities 
and  equipment  resource  base.  Many  of  the  problems  associated  with  IJE,  e.g„, 
in  the  areas  of  equipment  utilization  and  maintenance,  should  be  viewed  as 
symptomatic  of  the  problems  that  may  exist  in  AMC's  entire  equipment 
management  program.  As  the  principal  advisor  to  the  commanding  general 
on  installations  management,  the  Director  of  I&S,  HQ  AMC  provides  policy 
guidance  and  staff  supervision  over  the  functions  relating  to  the  management 
of  the  physical  plant  and  the  capital  equipment  essential  to  mission 
accomplishment. 

Because  of  these  considerations  RAC  views  the  management  of  I  ITU  in 
use,  or  in  layaway  lines  in  military  facilities,  as  a  subset  to  the  manage¬ 
ment  of  the  entire  AMC  equipment  base.  RAC  also  views  the  solution  of  the 
majority  of  problems  associated  with  IEE  in  use  and  in  layaway  lines  in 
military  facilities  as  being  resolved  by  emphasizing,  rather  than  duplicating 
the  existing  AMC  Equipment  Management  Program.  Although  the  Program  has 
shortcomings,  it  does  represent  a  comprehensive  and  reasonably  well-thought- 
out  approach  to  a  large  segment  of  AMC  equipment  management.  In  addition, 
it  contains  within  it  the  concept  of  an  organizational  structure  for 
carrying  out  this  Equipment  Management  Program.  This  structure  extends  from 
a  single  HQ  AMC  directorate  into  every  AMC  field  activity  regardless  of 
the  nature  of  the  activity's  mission  or  of  its  source  of  funds. 

With  respect  to  Government-owned  equipment  in  use  and  in  layaway  linos, 
in  contractor-operated  plants  (COCO  and  COCO),  the  Procurement  Policy 
Division,  Directorate  of  R&P,  HQ  AMC,  should,  in  RAC's  opinion,  represent 
AMC  in  performing  management  responsibilities  on  related  policy  and  proce¬ 
dural  matters  subject  to  staffing  coordination  with  the  various  programming 
directorates,  e.g.,  R&F  RDE,  and  Maintenance. 
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The  foregoing  approach  would  achieve: 

(1)  A  single  point  of  contact  within  AMC  for  policy,  procedural,  and 
policing  matters  relating  to  IHJ  both  in  use  and  in  layaway  linos  in  military 
facilities. 

(2)  A  single  point  of  contact  withi.  \MC  for  policy,  procedural, 
and  policing  matters  relating  to  IFE,  both  i  -use  and  in  layaway  lines  in 
contractor-operated  facilities. 

However,  while  providing  a  practical  long-term  solution  to  the  question 
of  how  far  one  should  centralize  the  management  of  IRE,  the  proposed  approach 
leaves  something  to  be  desired  in  terms  of  coordinating  and  Implementing 
the  corrective  actions  proposed  elsewhere  in  this  report.  Until  Buch  time 
as  the  majority  of  the  proposed  system  changes  have  been  implemented,  no 
more  than  12-18  months,  it  is  hoped,  HQ  AMC  may  wish  to  designate  the 
Directorate  of  R&P,  this  study's  sponsor,  as  the  temporary  focal  point 
for  all  matters  pertaining  to  IEE,  with  the  exception  of  PFB  matters. 

SUMMARY 

The  question  being  addressed  was  how  best  to  permit  the  integration 
and  control  of  all  IEE  activites  under  a  single  management.  Also  to  be 
considered  was  the  possibility  of  consolidating  IRE  activites  under  EEQUA 
or  ISA. 

In  examining  these  questions  it  web  noted  that  the  three  military  ser¬ 
vices  are  quite  diEsimilar  in  their  individual  organizational  structures 
pertaining  to  IRE  management.  In  comparing  IFE  management  to  the  broader 
spectrum  of  equipment  management  it  was  found  that  for  organizational 
equipment  both  the  Air  Force  and  Navy  subsume  IRE  management  under  their 
own  individualistic  programs  of  equipment  management.  For  equipment  in  the 
hands  of  contractors,  both  services  treat  ITS  separately,  procedurally  and 
organizationally. 

A  review  of  the  Army  revealed  no  comprehensive  equipment  management 
concept  at  the  DA  Staff  level.  However,  AMC  lias  an  Equipment  Management 
Program.  Although  possessing  shortcomings,  it  is  a  comprehensive  program. 
Recognition  was  taken  of  the  unique  characteristics  distinguishing  the 
management  of  IRE  at  military  facilities  from  that  at  contractor  facilities. 
The  difficulties  in  attempting  to  integrate  the  management  of  IPE  in  these 


i  RAC) 


168 


two  environments  were  also  recognized.  It  was  concluded  that  the  majority 
of  IPE  management  functions  relating  to  in-use  and  layaway  IPE  at  military 
facilities  should  "be  integrated  under  the  Directorate  of  I&S,  HQ  AMC  and 
ISA.  The  majority  of  IPE  management  functions  relatine  to  in-use  and 
layaway  IPE  at  contractor  plants  should  "be  integrated  under  the  Procurement 
Policy  Division,  Directorate  of  R&P,  HQ  AMC.  PFB  affecting  IPE,  including 
funding  administration,  would  remain  with  the  Directorates  of  R&P,  Maintenance, 
and  RDE. 

However,  on  a  temporary  basis  and  solely  for  purposes  of  coordinating 
and  implementing  the  numerous  system  changes  proposed  by  the  RAC  study  team, 

HQ  AMC  may  wish  to  designate  the  Directorate  of  R&P,  HQ  AMC,  as  the  coor¬ 
dinator  for  all  matters  pertaining  to  IPE  management,  other  than  PPB  which 
will  continue  to  be  the  responsibilities  of  the  functional  elements. 
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Appendix  A 

DEFINITIONS  OF  TEE  MANAGEMENT  FUNCTIONS 


REQUIREMENTS 

Operational  Requirements  Determination 

This  function  refers  to  the  computation  of  future  net  initial  issue 
and  replacement  requirements  for  I PE  based  on  the  various  applications, 
both  mission  and  product  oriented,  which  are  anticipated  under  non- 
mobilization  end-item  planning  conditions.  Excluded  are  requirements 
for  layaway  lines  (ASDs ).  Operational  requirements  are  programmed  under 
PEMA,  OMA,  and  RDTE  accounts  and  consist  of  (a)  AMC-proJected  industrial 
requirements,  (b)  AMC-proJected  nonindustrial  requirements ,  and  (c)  n«>n- 
AMC-projected  military  supply-oriented  needs  of  TOE/MTOE  and  TDA/mtDA 
units . 

AMC-proJected  Industrial  requirements  apply  to  COCO  and  GOCO 
facilities,  as  well  as  to  AMC  arsenals. 

AMC-proJected  nonindustrial  requirements  apply  to  AMC  maintenance 
depots,  support  centers,  RDTE  labs,  test  centers,  project  managers,  and 
other  miscellaneous  AMC  activities. 

Non-AMC-proJected  military  supply-oriented  needs  encompass  TOE/MTOE 
and  TDAAttDA  units,  both  CONUS-based  and  overseas. 

Mobilization  Requirements  Determination 

This  function  refers  to  the  computation  of  that  quantity  of  IRE, 
forming  a  part  of  layaway  lines,  required  to  meet  the  mobilization 
production  rates  specified  for  selected  items  of  materiel. 


Authorization 


This  function  encompasses  essentially  two  separate  processes  each  cf 
which  is  viewed  as  providing  all  or  part  of  the  approval  to  bring  IFE  into 
the  Array  system.  One  process  is  the  funding  authorization  process  which, 
for  I IE,  implies  three  major  types  of  funds:  FEMA,  OMA,  and  RDTE.  ThlB 
process  has  its  roots  directly  in  the  Army's  PPB  system.  The  second  process 
relates  directly  to  The  Army  Authorization  Documents  Syetem  (TAADS). 

However,  this  process  currently  has  vory  little  application  to  any  of  the 
AMC-projected  industrial  requirements. 

ACQUISITION 

Identification 

Identification  is  the  process  of  determining  whether  equipment  is 
I  IE  cr  not.  It  la  a  prerequisite  to  requisitioning,  procurement,  inven¬ 
tory  recording,  and  reporting  of  DIPEC. 

Requisitioning 

Requisitioning  is  the  process  of  submitting  an  authorized  demand 
or  request  for  IPE  through  appropriate  channels  to  DIPEC  and  receiving 
a  final  response. 

Procurement 

Procurement  Is  the  functional  activity  of  procuring  IFE  from  vendors/ 
manufacturers.  The  function  involves  maintenance  of  vendors /manufacturers* 
lists,  development  and  distribution  of  procurement  packages,  advertising 
bids,  evaluation  of  offers,  contract  negotiation,  and  award. 

Loan  or  Lease 

Loaning  or  leasing  IPE  (in  contrast  to  requisitioning/procurement) 
is  an  additional  method  of  acquiring  IPE  for  purpose  of  mission  accomplish¬ 
ment.  Loan  or  lease  of  IPE  may  be  obtained  intraservice  or  interservlca. 

Receipt 

Receipt  is  the  process  of  accepting  equipment  into  inventory.  It 
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includes  inspection,  rejection,  and  classification  of  the  equipment. 
Completion  of  receiving  documentation  verifying  item  count  and  condition 
are  a  part  of  the  receipt  process.  Another  function  of  receipt  requires 
notification  of  applicable  internal  and  external  organizational  elements 
of  the  item's  receipt. 

DISTRIBUTION 

Property  Accountability 

Property  accountability  refers  to  the  system  for  recording,  accounting, 
and  surveying  the  identification,  quantity,  location,  and  condition  of 
Government-owned  IFE.  The  using  or  storing  activity  may  be  a  military  or 
contractor  facility. 

Utilization 

Utilization  encompasses  the  determination  of  whether  IPE  on  hand 
is  to  be  considered  in  an  idle  or  excess  status.  It  may  include  the 
recording  and  evaluation  of  the  operation  or  use  of  IPE. 

Redistribution 

Redistribution  includes  the  determination  to  convert  a  current  pro¬ 
duction  line  to  layaway  package  status,  or  to  retain,  through  transfer 
within  the  Army,  individual  pieces  of  IPE  at  the  expiration  or  termination 
of  a  contract  for  producing  an  end  item. 

Loan  or  Lease  (Out  of  Layaway) 

Loan  or  lease  from  layaway  consists  of  transferring  IPE  from  one  service 
to  another,  or  from  one  installation  to  another  within  the  Army,  and 
assuring  the  replacement  or  return  of  the  IPE  to  the  ASD  from  which  it  was 
borrowed. 

Storage  and  Shipment 

Storage  refers  to  obtaining  storage  space  and  the  storage  of  IPE  in 
compliance  with  applicable  regulations. 

Shipment  includes  compliance  with  DIFEC  advice  codes,  MIL  STD  107C, 
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and  DD  Form  1149,  and  determining  the  most  economical  method  of  shipping; 
Issuing  work  instructions;  evaluating  changes  to  packing,  crating,  and 
handling  contracts;  ordering  shipping  skids,  if  necessary;  assuring  that 
loading  and  shipping  has  been  accomplished;  obtaining  bill  of  lading;  and 
notifying  DIEEC  and  the  consignee  of  shipment. 

MAINTENANCE 

Preventive  Maintenance 

Preventive  maintenance  is  the  process  of  performing  periodic  maintenance 
services  on  equipment  for  the  purpose  of  minimizing  downtime,  reducing 
expensive  repairs,  and  prolonging  equipment  life. 

Repair 

Repair  Is  the  process  of  performing  the  maintenance  required  to  cor¬ 
rect  material  damage  or  failure,  as  necessary,  and/or  to  restore  a  mal- 
functiolng  or  defective  item  to  normal  operating  condition. 

Rebuild/Overhaul 

Rebuild  or  overhaul  is  the  process  of  restoring  an  item  to  a 
standard,  as  nearly  as  possible,  to  original  or  new  condition  in  appearance, 
performance,  and  life  expectancy. 

DISPOSAL 

Idle/Excess  Reporting 

Excess  reporting  is  the  process  of  submitting  an  Idle  declaration 
to  DIFEC  for  IPE  that  has  become  excess  to  the  holding  activity’s  needs, 
as  a  result  of  being  made  idle  due  to  production  phase  down,  contract 
termination,  or  underutilization. 

Disposition 

The  disposition  function  encompasses  compliance  with  DIPEC  disposition 
instructions  for  turning  accountability  of  property  over  to  PDO  preparatory 
to  disposal  (donation,  sale,  abandonment,  destruction).  Disposition  of 
TFE  in  both  Government -operated  as  well  as  contractor-operated  facilities 
is  encompassed  within  this  function. 
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PROPOSED  CEMFR  GUIDE  —  PART  IV 

PART  IV 

MANAGEMENT  OF  INDUSTRIAL  PLANT  EQUIIMENT  (IEE)AND 

MACHINE  TOOLS 

a*  Are  all  requests  for  acquisition  of  IPE  and  Machine 
Tools  submitted  through  the  Equipment  Manager? 

b.  Are  all  items  of  IEE  and  Machine  Tools  properly 
authorized? 

c.  Is  the  authorization  for  each  item  of  IPE  and 
Machine  Tools  properly  noted  on  property  records? 
It  will  be  annotated  on  property  books  and  either 
noted  on  DA  Forms  66 1  or  backup  data  will  be 
available. 

d.  Is  all  IPE  reported  to  DIFEC  as  required  by  AR 
700-43? 

e.  Have  local  utilization  standards  been  established 
for  IPE  and  Machine  Tools  as  required  by  AMOR 
700-32? 

f.  Does  the  utilization  of  IPE  meet  the  minimum 
criteria?  (Use  20$  minimum,  40$  Objective 
Criteria  if  local  standards  have  not  been 
established). 

g.  Is  idle  out-of-use  IFE  reported  to  DIFEC  in  10 
days  as  required  by  AR  700-43  and  para  5-5d,AR 
700-90. 

h.  Is  Preventive  Maintenance  performed  on  all  IPE  and 
Machine  Tools  on  a  repetitive  basis?  (Para  5-5° (l), 
AR  700-90). 


YES  NO 

□  □ 

□  D 

□  □ 
□  □ 

□  □ 
□  □ 

□  □ 
□  □ 
□  □ 
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I 

I 

l 

YES  NO 

i.  Are  SOP's  or  guides  published  covering  minimum 

requirements  ?  □  □ 

Are  sufficient  records  kept  to  validate  the  EM 
Program?  (Para  5"5c(2),  AH  700-90).  □  □ 

k.  Is  DIPEC  screened  prior  to  procurement,  rebuild, 
and/or  repair  as  outlined  in  AH  700-43  and  para 
5-5c(3),  AR  700-90.  □  □ 

REMARKS: 
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APPENDIX  C 


SUGGESTED  CONSOLIDATION  OF  EQUIPMENT 

utilization/pooling  questions  for  cempr  guide 


PART  I 


EQUIPMENT  REVIEW 

YES 

NO 

a.  Equipment  Utilization 

(l)  Is  observed  equipment  being  properly  uaed? 

□ 

□ 

(2) 

Is  there  evidence  that  all  equipment  has  been 
used  with  sufficient  regularity  or  that  anticipated 
workload  is  such  as  to  justify  retention? 

□ 

□ 

(3) 

Are  proper  records  annotated  showing  use  of 
equipment  ? 

□ 

□ 

(4) 

Is  utilization  data  collected  quarterly  on 
selected  category  items? 

□ 

□ 

(5) 

Are  local  utilization  criteria  developed  and 
published  for  other  categories  of  oquipment? 

□ 

□ 

(6) 

Is  utilization  data  collected  on  other  category 
items  ? 

□ 

□ 

(7) 

Are  Equipment  Utilization  ReportB  prepared 
quarterly  by  the  EMO? 

□ 

□ 

(8) 

Is  utilization  data  collected  on  prescribed 
forms ? 

□ 

□ 

(9) 

Does  the  utilization  of  IE  by  categories  meet 
the  minimum  criteria? 

□ 

□ 

(10) 

Is  the  utilization  data  accurate  and  current? 

□ 

□ 

Remarks : 
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YES  NO 


b.  Equipment  Pool  Operation  and  Facilities 


(1) 

Is  the  equipment  in  the  pool  accurately 
identified? 

□ 

□ 

(2) 

Is  a  locator  system  used  for  pooled 
equipment  ? 

□ 

□ 

(3) 

Is  equipment  availability  readily  determined? 

□ 

□ 

(4) 

Are  pooled  items  available  to  all  activities? 

□ 

□ 

(5) 

Is  an  inventory  of  pooled  items  published  and 
readily  available? 

□ 

□ 

(6) 

Are  pooled  items  exempted  from  maintenance 
recall? 

□ 

□ 

(7) 

Are  pooled  items  exempted  from  calibration 
recall? 

□ 

□ 

(8) 

Is  there  evidence  that  pool  Inventories  are 
reviewed  periodically  for  excess  items? 

□ 

□ 

(9) 

Is  the  justification  for  underutilized  items 
realistic  and  documented? 

□ 

□ 

(10) 

Have  recent  utilization  studies  been  made  on 
other  than  selected  categories  of  IE  (within 

6  months)? 

□ 

□ 

(11) 

Is  there  evidence  that  the  utilization  data 
la  used  in  internal  management?  (DP's, 

Board  Reviews,  etc.) 

□ 

□ 

Remarks ; 
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APPENDIX  D 


DCAS  OFFICE:  _  DATE(s)  OF  SURVEY: 

SURVEYOR  8c  SYMBOL: 

CHECK  LIST 
FOR  WORK  PAPERS 
ON  CONDUCTING  PLANT  SURVEYS 


I.  GENERAL  INFORMATION  REQUIRED: 


□  CONTRACTOR  &  ADDRESS 

0  I  EE  UTILIZATION  0  REAL  PROPERTY  TO.  I JZATION 

0  OPE  UTILIZATION  0  REAP.  PROPERTY  MAINTENANCE 

0  CONTRACT  NO.,  TYPE  OF  CONTRACT,  AND  EXPIRATION  DATE. 

(NOTE:  LIMITED  TO  ONE  (l)  CONTRACT  PER  SURVEY. ) 

0  PROCURING  ACTIVITY  &  LOCATION 

(IDENTIFY  FACILITY  CONTRACT  ISSUING  OFFICE,  IF  APPLICABLE.) 

□  PRIME  AND/OR  SECONDARY  CONTRACT  ADMINISTRATION 
(IDENTIFY  OFFICE  &  LOCATION,  AS  APPLICABLE . ) 

□  IDENTIFY  NAME(S)  &  TITLE (S )  OF  CONTRACTOR  PERSONNEL  CONTACT’D 

0  IDENTIFY  IF  FACILITY  IS  GOVERNMENT-OWNED/CONTRACTOR  OPERATED, 

OR  C0NTRACT0R-CWN3D . 


0  IDENTIFY  ALL  OTHER  CONTRACTS,  TYPE  OF  CONTRACT,  AND  EXPIRATION 
DATE;  NUMBER  AND  DO  LIAR  VALUE  OF  IFE/OPE  AND/OR  REAL  PROPERTY, 

ON  EACH,  HAVING  INDUSTRIAL  FACILITIES  AT  THIS  SAME  LOCATION. 
(REPORT  UTILIZATION  SURVEY  ON  EACH  CONTRACT  SEPARATELY,  AND 
CROSS-REFERENCE  RACK  SURVEY.) 

0  IF  REAL  PROPERTY  MAINTENANCE  SURVEY  WILL  BE  ACCOMPLISHED  AT  A 
LATER  DATE,  STATE  WHEN.  IF  NOT  APPLICABLE,  SO  STATE. 

0  CHECK  INFORMATION  WITH  "FINANCIAL  REPORT  OF  CONTRACTORS  POSSESSING 
GOVERNMENT  PROPERTY,"  FURNISHED  BY  CONTRACT  ADMINISTRATION 
DIVISION. 
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CHECK  LIST  FOR  WORK  PAPERS  (Continued) 

II.  SURVEY  DATA: 

A.  PLANT  PERSONNEL: 

□  TOTAL  NUMBER  □  DIRECT  LABOR  Q  INDIRECT  LABOR 

□  TOTAL  CURRENT  AVERAGE  PLANT  HOURS  Q  NO.  SHIFTS 

□  HRS. /DAY  □  DAYS/WEEK 

B.  CONTRACTOR'S  PROCEDURES: 

Q  DOES  CONTRACTOR  HAVE  ’WRITTEN  PROCEDURES  FOR  GOVERNMENT - 
OWNED  PROPERTY  UTILIZATION?  MINIMUM  STANDARDS? 

□  HAVE  CONTRACTOR  PROCEDURES  BEEN  APPROVED  BY  THE  PROPERTY 
ADMINISTRATOR  (P.A.)?  WHEN? 

□  IS  THAT  PORTION  OF  THE  CONTRACTOR'S  PROCEDURES  PERTAINING 
TO  IPE/OPE  UTILIZATION  AND  REAL  PROPERTY  USE /MAINTENANCE 
ADEQUATE 7 

□  HAS  PRODUCTION  SUBMITTED  RECOMMENDATIONS  TO  THE  P.A.  FOR 
IMPROVEMENT  OF  CONTRACTOR'S  PROCEDURES?  WHEN? 

Q  IS  CONTRACTOR  FOLLOWING  HIS  APPROVED  PROPERTY  PROCEDURES? 

C .  DETAILED  SURVEY  DATA  ON  THIS  CONTRACT: 

PI  STATE  WHY  SURVEY  IS  BEING  MADE  AT  THIS  TIME: 

p~]  PRODUCTION  COMPLETE  Q  CONTRACT  TERMINATED 

□  SCHEDULE  STRETCHOUT  □  PARTIAL  SURVEY 

□  ANNUAL  SURVEY  □  NEW  CONTRACT  □  OTHER 

[~~]  STATE  PRIMARY  PURPOSE  OF  CONTRACT 

Q  IS  PRIMARY  PURPOSE  STILL  CURRENT? 

[Hj  IF  NOT  CURRENT,  WAS  RECOMMENDED  CHANGE  SUBMITTED?  WHEN? 

I"!  STATE  TOTAL  NUMBER  AND  DOLLAR  VALUE  OF  IRE. 

f"l  STATE  TOTAL  NUMBER  AND  DOLLAR  VALUE  OF  OPE. 

[~~1  STATE  TOTAL  ITEMS  AND  DOLLAR  VALUE  OF  REAL  PROPERTY,  EF 
APPLICABLE;  IF  NOT,  SO  STATE. 

□  STATE  ADEQUACY  OF  CONTRACTOR'S  IFE/OPE  UTILIZATION  AND  RFAL 
PROPERTY  MAINTENANCE  RECORDS. 
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CHECK  LIST  FOR  WORK  PAPERS  (Continued) 

□  IDENTIFY  THE  PRINCIPAL  SUPPLY/ R&D  CONTRACTS  AND  END 
DELIVERY  DATES  WHICH  AUTHORIZED  THE  USE  OP  THE  PLANT 
EQUIPMENT.  IF  THIS  IS  A  FACILITY  CONTRACT,  SO  STATE. 

□  WHAT  "OTHER  AUTHORIZED  USE"  (GOVERNMENT  OR  COMMERCIAL)  OF 
INDUSTRIAL  FACILITIES  HAS  BEEN  ESTABLISHED? 

□  HAVE  OTHER  AUTHORIZED  USE  APPROVALS  BEEN  REQUESTED/OBTAINED 
FROM  THE  ACO? 

H  D0ES  CONTRACTOR  PLAN  "MACHINE  LOADING"  OF  IPE/OFE? 

□  STATE  IF  A  PHYSICAL  REVIEW  WAS  MADE  OF  "HIGH  VALUE"  (OVER 
$25,000)  EQUIPMENT,  AND  STATE  SAMPLE  SIZE  OF  IPE/OPE 
ITEMS.  (REVIEW  OF  REAL  PROPERTY,  IF  APPLICABLE.) 

I  I  STATE  WHETHER  CONTRACTOR  LOADS  HIS  OWN  EQUIPMENT  PRIOR  TO 
LOADING  GOVERNMENT  OWNED  IPE/OPE. 

□  STATE  WHETHER  QARs  OR  OTHER  PERSONNEL  HAVE  REPORTED  IPE/OPE 
ITEMS  IN  QUESTIONABLE  UTILIZATION  STATUS,  OR  DEFICIENT  REAL 
PROPERTY  MAINTENANCE,  IF  APPLICABLE . 

□  IDENTIFY  IPE/OFE,  AND  DOLLAR  VALUE,  THAT  MAY  BE  DECLARED 
EXCESS  BY  COMBINING  WORK  OF  TWO  OR  MORE  MACHINES  ON  A 
SINGLE  MACHINE  WITH  LOW  UTILIZATION  RATE. 

0  STATE  WHETHER  ALL  AUTHORIZATIONS  ARE  CURRENT  FOR  "INACTIVE 
PACKAGE  PLANTS , "  "STANDBY  LINE(S),"  "ACTIVE  BASE  PACKAGES," 

OR  FIRM  FOLLOW-ON  COMMITMENT  BY  THE  PROCURING  ACTIVITY 
AND/OR  THE  FACILITIES  CONTRACT  ISSUING  OFFICE. 

[~~1  STATE  "TREND"  OF  CONTRACTOR'S  VOLUME  OF  AUTHORIZED  USE, 

AND  PROJECTION  (ORDER  BOARD)  OF  FUTURE  VOLUME,  IDENTIFIED 
BY  "MAN-HOURS"  OR  "SALES  VOLUME," 

□  IDENTIFY  NUMBER  AND  DOLLAR  VALUE  OF  IFE/OPE  ITEMS  THAT 
CONTRACTOR  HAS  DECLARED  "EXCESS"  SINCE  LAST  SURVEY.  INCLUDE 
"REAL  PROPERTY,"  IF  APPLICABLE. 

0  LIST  IPE/OPE,  AND  DOLLAR  VALUE,  OF  ITEMS  HAVING  QUESTIONABLE 

RETENTION  JUSTIFICATION.  INCLUDE  "REAL  PROPERTY,"  IF  APPLICABLE. 

0  HAS  CONTRACTOR  PREPARED  "PHASE-OUT"  PLAN?  WHEN  SUBMITTED  TO 
GOVERNMENT?  IF  NOT,  STATE  CURRENT  STATUS  AND  TARGET  FOR 
COMPLETION. 

NOTE:  IF  A  FORM  IS  DEVELOPED  FOR  USE  CONTAINING  ITEMS  ON  THIS  CHECK 
LIST,  USE"  ONLY  AS  A  WORK  PAPER  —  DO  NOT  TYPE  OR  SUBMIT  AS  ATTACHMENT  TO 
SUMMARY  REPORT.  RETAIN  WORK  PAPER-  IN  PRODUCTION  CONTRACT  WORK  FOLDERS. 

(see  separate  "check  list"  for  summary  report.) 


CHECK  LIST 


SUMMARY  REPORT 

FOR  IPE/OFE  UTILIZATION  SURVEYS:  REAL  PROPERTY  MAINTENANCE  SURVEYS 
(FORMAT  FOR  INTER-OFFICE  MEMO  (IOM),  DSA  FM  Ill,  OR  LETTER.) 


[~1  DATE:  (SUMMARY  DATE  MUST  BE  WITHIN  10  DAYS  AFTER  DATE  OF 

COMPLETION  OF  PHYSICAL  SURVEY.) 

Q  SUBJECT:  Q  TYPE  OF  SURVEY  (e.g.,  UTILIZATION  SURVEY  - 

PARTIAL,  ANNUAL.  SPECIAL,  MAINTENANCE  OF  REAL 
PROPERTY,  OTHER). 

Q  CONTRACTOR  AND  LOCATION/ADDRESS  PLANT. 

f~~|  CONTRACT  NUMBER  (LIMIT  TO  ONE  CONTRACT  PER 
SUMMARY  REPORT). 

□  FROM:  (IDENTIFY  OFFICE  BY  NAME  AND  CODE.) 

Q  TO:  (IDENTIFY  OFFICE  BY  NAME  AND  CODE.) 


FORMAT  OF  SUMMARY 
(See  ASRP  S--402.5) 

I.  INTRODUCTION:  IDENT  TY  CONTRACTOR'S  NAME  (INCLUDING  SUBSIDIARY  OR 
DIVISION),  PLANT  ADDRESS,  PERIOD  OF  SURVEY,  AND  TYPES  OF  INDUSTRIAL 
PROPERTY  INVOLVED. 

II .  METHOD  USED:  EXPLAIN  METHOD  OF  PERFORMING  SURVEY.  (USE  GENERAL 
TERMS  —■“'lOO^’bF  ALL  ITEMS;  100$  OF  ITEMS  $25,000  VALUE;  SAMPLING 
TECHNIQUES  DESCRIBED  IN  ASPR  S3-402.7  AND  ANNEX  II  OF  ASPR  SUPPLEMENT 
NO.  3,  OR  A  COMBINATION  OF  ALL.) 

III.  CONCLUSIONS :  STATE  CONCLUSIONS  REACHED  (BE  BRIEF,  DO  NOT  REPEAT 
ALL  DATA  CONTAINED  IN  WORK  PAPERS.  IF  THE  CONTRACTOR f S  PROC EDURES  ARE 
SATISFACTORY,  SAY  SO  AND  STOP.  IN  EVENT  OF  FINDINGS  OF  UNSATISFACTORY 
CONDITIONS,  IDENTIFY,  IN  DETAIL,  THE  CONDITIONS  AND  OR  DEFECTS  FOUND. 

IV.  ACTIONS  REQUIHED/RECOMMENDATTONS :  LIST  RECOMMENDATIONS  REQUIRED  * 

TO  CORRECT  THE  UNSATISFACTORY  CONDITIONS  FOUND,  IF  ANY,  AND  STATE  WHO  ; 

OR  WHAT  OFFICE  HAS  TO  TAKE  THE  CORRECTIVE  ACTION.  1 

1 

V.  WHEN  CONDITIONS  WARRANT  (i.e.,  INDICATION  OF  SIGNIFICANT  NON-COMPLIANCE 
WITH  CONTRACT  REQUIREMENT’S;  DIVERSION  OR  MISUSE  OF  GOVERNMENT  PROPERTY; 

OR  OTHER  CONTINUED  FAILURES  JEOPARDIZING  THE  INTERESTS  OF  THE  GOVERNMENT), 

COPIES  OF  THE  SUMMARY  SHALL  BE  PROVIDED  TO: 

lfll 
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CHECK  LIST  SUMMARY  REPORT  (Continued) 

n  administrative  contracting  officer. 
n  procuring  contracting  officer. 

Q  facility  contract  issuing  office. 

[~|  PRE -AWARD  SURVEY  MONITOR. 
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